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(1)

PRESERVING A STRONG UNITED STATES 
POSTAL SERVICE: WORKFORCE ISSUES 

WEDNESDAY, FEBRUARY 4, 2004 

U.S. SENATE, 
COMMITTEE ON GOVERNMENTAL AFFAIRS, 

Washington, DC. 
The Committee met, pursuant to notice, at 2:03 p.m., in room 

2154, in the Rayburn House Office Building, Hon. Susan M. Col-
lins, Chairman of the Committee, presiding. 

Present: Senators Collins, Coleman, Sununu, Akaka, Durbin, and 
Carper. 

OPENING STATEMENT OF CHAIRMAN COLLINS 
Chairman COLLINS. The Committee will come to order. I want to 

begin today’s hearing by thanking Chairman Tom Davis of the 
House Government Operations Committee for allowing us to use 
his hearing room. The Senate Governmental Affairs Committee, 
like all of the committees in the Senate is precluded from using its 
normal hearing room today which is located in the Dirksen Build-
ing. So we were very thankful that we were able to reschedule this 
morning’s hearing for this afternoon with the good graces of Chair-
man Davis. 

I also want to thank my staff for their extraordinary efforts in 
getting the word out about the hearing, and also in trying to recre-
ate some of the hearing materials, given the fact that we are still 
denied access to our offices. They really made heroic efforts. They 
were working yesterday out of offices at GAO, at OPM, and vir-
tually all over the city, and in some cases out of their homes. But 
it just shows what can happen when everybody works together. 

Today marks the third in a series of hearings that the 
Committee is holding to review the reforms recommended by the 
Presidential Commission on the Postal Service. Under the effective 
leadership of Co-Chairmen Harry Pierce and James Johnson the 
Commission put together a comprehensive report on an extremely 
complex issue identifying the operational, structural, and financial 
challenges facing the U.S. Postal Service. The Commission’s rec-
ommendations are designed to help this 225-year-old Postal Service 
remain viable over the long term. 

So much depends upon the Postal Service’s continued viability. 
The Postal Service itself employs more than 730,000 career employ-
ees. Less well known is the fact that the Postal Service is also the 
linchpin of a $900 billion dollar mailing industry that employs 9 
million Americans in fields as diverse as direct mailing, printing, 
catalog production, and paper manufacturing. The health of the 
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Postal Service is essential to the thousands of companies in these 
fields and the millions that they employ. 

One of the greatest challenges for the U.S. Postal Service is the 
decrease in mail volume as business communication, bills and pay-
ments move more and more to the Internet. The Postal Service has 
faced declining volumes of First-Class Mail for the past 4 years. 
This is highly significant given the fact that First-Class Mail ac-
counts for 48 percent of total mail volume, and the revenue it gen-
erates pays for more than two-thirds of the Postal Service’s institu-
tional cost. 

At our first hearing to review the Commission’s recommenda-
tions in September, the Committee heard from Commission Co-
Chairman James Johnson. His testimony provided Committee 
Members with the rationale behind the Commission’s recommenda-
tions. Commissioner Johnson also made the very important point 
that the Postal Service’s short-term fiscal health is illusory and 
that Congress must not ignore the fundamental reality that the 
Postal Service as an institution is in serious jeopardy. 

This Committee is very familiar with the Postal Service’s short 
and long term financial outlooks, having reported out just last year 
a pension bill that forestalled the financial crisis that awaits the 
Postal Service if we do not act. The Presidential Commission pre-
sented its assessment of the fiscal crisis in frank terms concluding, 
‘‘an incremental approach to Postal Service reform will yield too lit-
tle, too late given the enterprise’s bleak fiscal outlook, the depth of 
its current debt and unfunded obligations, the downward trend in 
First-Class Mail volumes, and the limited potential of its legacy 
postal network that was built for a bygone era.’’

That is a very strong statement and it is one that challenges 
both the Postal Service and Congress to embrace far-reaching re-
forms. 

At the Committee’s second hearing in November we heard from 
the Postmaster General and the Comptroller General of the Gen-
eral Accounting Office. The Postmaster General described trans-
formation efforts already underway at the Postal Service, many of 
which are consistent with the Commission’s recommendations. In 
his testimony the Comptroller General of the General Accounting 
Office shared the Commission’s concerns about the Postal Service’s 
$92 billion in unfunded liabilities and obligations. He pointed to 
the need for fundamental reforms to minimize the risks of a signifi-
cant taxpayer bailout or dramatic postal rate increases. 

I would note that since April 2001, the Postal Service has been 
included on the GAO’s high-risk list. 

Today we will focus on the various recommendations affecting 
the Postal Service’s workforce comprised of more than 700,000 
dedicated letter carriers, clerks, mail handlers, postmasters, and 
others. The Committee will have the opportunity to more fully ex-
plore the workforce-related recommendations of the Commission 
which include some of its more controversial proposals. Among 
them are recommendations to reform the collective bargaining proc-
ess, to give management and employee unions the authority to ne-
gotiate not only wages but also all benefits, to establish a perform-
ance-based pay system for all employees, and to authorize the new 
Postal Service Regulatory Board to develop a mechanism for ensur-
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ing that total compensation for postal employees is comparable to 
the private sector. 

The Postal Service faces the difficult task of trying to rightsize 
its workforce to meet the decline in mail volume, technological com-
petition, and other operational challenges. With some 47 percent of 
the current employees eligible for retirement by the year 2010, 
rightsizing does not, however, have to mean widespread layoffs and 
it should not. With careful management, much can be done to mini-
mize any negative impact on employees and to create a more posi-
tive working environment. 

As a Senator representing a largely rural State, whose citizens 
depend on the Postal Service, I appreciate the Commission’s strong 
endorsement of the basic features of universal service: Affordable 
rates, frequent delivery, and convenient community access to retail 
postal services. It is important to me that whether my constituents 
are living in the northern or western stretches of Maine, or on is-
lands, or in our many small communities that dot the State that 
they have the same access to postal services as the people who live 
in our large cities. If the Postal Service were no longer to provide 
universal service and deliver mail to every customer, the affordable 
communications link upon which many Americans rely would be 
jeopardized. 

I would note that most commercial enterprises would find it un-
economical, if not impossible, to deliver mail and packages to rural 
Americans at the rates that the Postal Service has been offering. 

The preservation of universal service and many more issues must 
be examined in depth if we are to save and strengthen this vital 
service upon which millions of Americans rely, not only for commu-
nication, but also for their livelihoods. The Postal Service has 
reached a critical juncture. It is time for a thorough evaluation of 
its operations and requirements, and it is also time for Congress 
to act to pass reform legislation. 

Senator Carper and I have committed to working together with 
Senator Stevens, Senator Akaka, Senator Lieberman, Senator 
Sununu, and Senator Fitzgerald who have expressed great interest 
in this area. I know given the history of previous attempts at legis-
lative reforms that we are taking on a daunting challenge, but it 
is essential that we seize the opportunity provided by the Commis-
sion’s excellent work. Successful reform will hinge on the coopera-
tion and the support of the Postal Service’s workforce. I very much 
look forward to hearing the testimony of our witnesses today. 

I would now like to call on Senator Akaka for his comments. 

OPENING STATEMENT OF SENATOR AKAKA 

Senator AKAKA. Thank you very much, Madam Chairman. I real-
ly want to thank you for going forward with this hearing, even on 
the House side. And I wish to thank our House colleagues for offer-
ing their hearing room to us. And of course, I want to extend my 
sincere appreciation to our witnesses who rearranged their sched-
ules to be with us this afternoon. We are indeed privileged to hear 
your views on the workforce recommendations of the Commission 
on the U.S. Postal Service. So welcome to our panelists who rep-
resent the postmasters and supervisors, and to our second panelists 
as well. 
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For the second time in a little over 2 years, first with anthrax 
and now with ricin, we find ourselves facing the aftermath of a bio-
terrorist attack through the mail. The threat of bioterrorism is 
something I have long been concerned with, held hearings on, and 
have introduced legislation. The President’s fiscal year 2005 budget 
released on Monday failed to include the Postal Service’s request 
of $779 million to help secure the mail. We can ill afford threats 
to the Postal Service which is the cornerstone of a $9 billion dollar 
mailing industry. 

Our first witnesses, representing the Nation’s postmasters and 
postal supervisors, are uniquely qualified to discuss postal oper-
ations and management. I also look forward to the testimony of our 
expert witnesses on pay comparability and arbitration; issues that 
will certainly be discussed again once we reschedule yesterday’s 
hearing with the postal unions. 

The Postal Service is currently enjoying a period of stable labor-
management relations, but I fear this unfavorable environment 
could change if portions of the workforce recommendations sug-
gested by the Postal Commission are adopted. The Commission 
would implement a pay-for-performance system for all postal em-
ployees, impose a rigid collective bargaining procedure, task a new 
postal regulatory board with determining total compensation, and 
require negotiations over benefits. 

One in three Federal workers is employed by the U.S. Postal 
Service. I urge caution in embracing any proposal that would cut 
out postal workers from the government’s pension plans and the 
Federal Employee Health Benefit Plan, especially postal retirees. 
We should do no harm to retired postal workers who have already 
earned their benefits and planned their retirements under the Fed-
eral pension and health plans. 

I thank the Chairman and Senator Carper for seeking a review 
of whether postal-only pension and health plans would undermine 
the stability of the existing Federal system. Nor should postal re-
form legislation result in postal workers bearing the brunt of any 
reorganization. We should remember that the future of the Postal 
Service is dependent not only on how well and how effectively it 
manages its capital assets and services, but on how well its labor 
force is managed. 

I want to thank you, Madam Chairman, for conducting these 
postal hearings in an open and bipartisan manner. I am pleased to 
work with you, as I have always said, and with our colleague from 
Delaware and others to examine how to best position the Postal 
Service to serve the public in the 21st Century and be a model em-
ployer. Thank you very much, Madam Chairman. 

Chairman COLLINS. Thank you, Senator. Senator Sununu. 

OPENING STATEMENT OF SENATOR SUNUNU 

Senator SUNUNU. Thank you very much, Madam Chairman. It is 
a pleasure to be here and I very much appreciate you having this 
hearing. I must say it is a pleasure to be back in this room. It is 
also nice to see that my Senate colleagues who never served in the 
House had no trouble finding this side of the Capitol. 

I first began my work in Congress on this committee, the Gov-
ernment Reform and Oversight Committee, and 6 years ago began 
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watching John McHugh’s efforts at postal reform. That was a very 
difficult task for John and for other committee members, so I think 
it is a great effort on your behalf to try to pick up this process, try 
to build on the Commission’s work, knowing full well how many ob-
stacles will be placed in front of you, and trying to work through 
a balanced, thoughtful approach to reform. 

You noted in your opening statement the trends, the changes in 
technology, the competitive forces that are out there, the impor-
tance of the mail industry to so many in the private sector who are 
trying to communicate with customers or friends, whatever that 
may be. But at the same time there are changes that are very 
much necessary. 

So I salute and appreciate your work, and I am especially 
pleased to be here today with Wally Olihovik, the President of the 
National Association of Postmasters and would be happy to provide 
a flowery introduction at the appropriate time. Thank you again. 

Chairman COLLINS. Thank you very much, Senator. In the inter-
est of full disclosure, it took two staff people and a trail of bread 
crumbs for me to find my way over to the House side. I tried to 
follow you from lunch but you were too quick for me. 

Senator Carper. 

OPENING STATEMENT OF SENATOR CARPER 

Senator CARPER. Thank you, Madam Chairman. To my friend 
from New Hampshire, let me just say, I served over here for 10 
years. I served on the House Banking Committee for 10 years, just 
down the hall and it is nice to be back. I could have used the bread 
crumbs this afternoon just to make sure I found it quickly. But it 
is great to be here and we appreciate very much our host for letting 
us come. 

Senator Akaka served over here for a spell as well and I know 
that the former Governor from Minnesota did not serve in the 
House. But did you work with Bill Cohen when he was a House 
member? 

Chairman COLLINS. I did indeed. But only in the Cannon Build-
ing. 

Senator CARPER. Fair enough. I am delighted that we’re all here 
and encouraged by being in this room where our House colleagues 
have been working on these issues, especially Congressman 
McHugh and Congressman Waxman, a good deal longer than oth-
ers of us. 

Madam Chairman, I am delighted that our Committee is going 
to be taking a day or two to study the workforce recommendations 
that were made by the President’s Postal Commission last summer. 
These recommendations that we are going to be discussing today 
have received quite a bit of attention, as we all know, over the last 
few months. Whether one supports them or not, to my colleagues 
I would just say that we can agree that they are among the most 
controversial made by this Commission. 

The Postal Service employs over 800,000 people, I think about 
825,000, but the key workforce recommendations made by the 
Commission affected roughly 725,000 employees that are rep-
resented by the four major postal unions. Those are the rec-
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ommendations that I am going to focus on today in my opening 
statement, if I may. 

When the Commission first announced them I was, to be honest 
with you, a bit skeptical. The collective bargaining process used at 
the Postal Service today has, I think, worked well for the most 
part. It forces the parties into arbitration less than half the time. 
In recent years that process has allowed the Postal Service and 
three of its four unions to negotiate modest contract extensions. It 
has also created a Postal Service that has provided millions of 
hard-working men and women over the years with stable middle-
class jobs that, I guess now for more than three decades. After tak-
ing a couple of months to study the Commission’s recommendations 
more closely I have to admit that I continue to be a bit skeptical, 
at least with respect to the issues before us today. 

First there are the recommended changes to the collective bar-
gaining process. The Commission’s recommendations aim to make 
the process quicker and more efficient through the use of strict 
timeliness, mandatory mediation, and the last best final offer 
model of interest arbitration. I must say as a baseball fan it is an 
approach that I am used to, at least with respect to negotiating 
contracts in baseball and one that frankly I find some favor with. 

Having said that, these suggestions appear to ignore the fact 
that the current process, while admittedly not perfect, should take 
no longer than 135 days if followed to the absolute letter. These 
suggestions also appear to ignore the fact that the current process 
gives the unions and management significant flexibility that has 
allowed both sides to be creative and work to avoid arbitration. It 
is not clear to me just yet how the Commission-recommended proc-
ess would work any better. As you know, some skeptics have raised 
concerns that this new process could actually force more disputes 
into arbitration where one side is likely to lose big in the risky last 
best final offer stage. Again as I said, while I am one who favors 
the last best final offer approach, I think we have to proceed cau-
tiously here. 

Then there are recommendations dealing with employee pay and 
benefits. The Commission appears to have come to the conclusion 
that postal employees are overpaid, at least when benefits are 
taken into account. To remedy this they call on a new postal regu-
latory body to develop an updated definition of comparability and 
to use it to set a cap on total compensation for postal employees. 
They also recommend allowing postal benefits to be negotiated dur-
ing collective bargaining. Like with the Commission’s recommenda-
tions on collective bargaining, I am not yet convinced of the need 
for these changes either. 

As I have mentioned in the past, I do not believe that postal em-
ployees are overpaid, and to the extent that there is a pay pre-
mium, arbitration panels in postal labor disputes have the author-
ity, I believe, to look at the extent of the premium and to moderate 
employee pay accordingly. Before we make any changes to the Fed-
eral Employee Health Benefits Plan that could have a dramatic im-
pact on other Federal employees we should recognize that the Post-
al Service already has the ability to use the collective bargaining 
process to press its employees to pay a greater share of their 
health-care costs. 
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I am pleased then that the postal reform principles announced 
by President Bush last month ignore the Commission’s workforce 
recommendations. The wages and benefits paid out to the Postal 
Service’s bargaining unit employees do account for more than 50 
percent of the Postal Service’s total costs. The Postal Service per-
forms labor intensive work, however, and this will not change even 
if we were to adopt the Commission’s recommendations wholesale. 
The President recognizes this and has called on us to focus on 
those fundamental reforms that are necessary to update the Postal 
Service for the 21st Century. 

The challenges the Postal Service faces today were laid out in 
stark detail just last week when Postmaster General Potter and 
the Postal Board of Governors Chairman David Fineman testified 
before the House Government Reform Committee’s special panel on 
postal reform. I presume that happened here in this room. Chair-
man Fineman pointed out, I believe, that the total volume of mail 
delivered by the Postal Service has actually declined by more than 
5 billion pieces since 2000. Over the same period the number of 
homes and businesses that the Postal Service must deliver to has 
increased by some 5 million. First-class mail, the largest contrib-
utor to the Postal Service’s bottom line, is leading the decline in 
volume. Some of those disappearing First-Class letters are being 
replaced by advertising mail, which I am sure finds its way to all 
of our mailboxes, and which earns significantly less. Many First-
Class letters are being lost for good, the First-Class Mail business, 
to E-mails and to electronic bill paying. 

Let me just say, we should certainly be talking about whether 
any changes need to be made to the Postal Service’s workforce. I 
actually look forward to learning more about the Commission’s rec-
ommendations and how they would work. As the President points 
out, however, we do need to focus our reform efforts on initiatives 
that will improve transparency, will improve accountability at the 
Postal Service and give management the increased flexibility that 
they need to streamline operations and to seek out new mail vol-
umes. 

In closing, I would like to urge the Postal Service and its unions 
to sit down with each other and find out if there are any changes 
that should be made to the collective bargaining process or to the 
laws governing pay and benefits for postal employees. I am not con-
vinced today that the Commission’s recommendations are the right 
approach but I am certain that there are changes out there that 
would make a decent system even better. The best reforms in this 
area will be the ones that management and labor can agree to 
jointly. 

Thanks again, Madam Chairman, for letting me give what I 
know is a fairly long statement. I really do appreciate the oppor-
tunity to work with you, Senator Akaka, Senator Sununu, Senator 
Stevens, and our other colleagues on these issues. This is impor-
tant legislation and this is a great opportunity for us and we look 
forward to making it happen. 

Chairman COLLINS. Thank you. Senator Coleman. 
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OPENING STATEMENT OF SENATOR COLEMAN 
Senator COLEMAN. Thank you, Madam Chairman. I want to 

thank you for your trademark bipartisan leadership in taking on 
very tough issues, and this is a tough issue. I respect the concerns 
raised by my colleague from Delaware. The reality though is that 
I think we take for granted universal service, we take for granted 
affordability. I think in these tough economic times there are not 
going to be taxpayer bailouts of institutions that do not meet the 
challenge of improvements in productivity. So we have got some 
challenges. 

I will also look at the recommendations in a reflective way. I do 
not come to this with a prejudgment but I do come to this with a 
sense that we have to do what you, Madam Chairman, articulated 
in your opening statement, preserve universal service, preserve af-
fordability. The Post Office, it is a personal thing for so many of 
us, the service that we get. 

It is also a key in my State. We have a tremendous printing in-
dustry. When I was mayor of St. Paul that was one of the strongest 
industries in the city. Their lifeblood depends on the efficiency and 
affordability of the service. So let us go about the task of doing 
what must be done to preserve universal service, preserve afford-
ability, and approach it with an open mind to the type of changes 
that will be required for us to get there. 

Thank you, Madam Chairman. 
Chairman COLLINS. Thank you very much. 
I would now like to welcome our first panel of witnesses, and I 

would like to turn to Senator Sununu for purposes of introducing 
our first witness. 

Senator SUNUNU. Thank you, Madam Chairman. I am very 
pleased to be here as a Member of this Committee to participate 
in this hearing, until I am asked to preside over the Senate, which 
will come at 3 o’clock. I am especially proud to introduce Wally 
Olihovik, the President of the National Association of Postmasters 
and one of New Hampshire’s finest experts, I suppose, to the rest 
of the country. 

Mr. Olihovik has served the National Association of Postmasters 
and the Postal Service with tremendous distinction. He is a great 
voice and provides a great perspective on the value of the Postal 
Service, the importance of some of the things that were spoken 
about in our opening statements, universal service and being a 
competitive force, or a competitive engine for so many businesses 
that rely on the Postal Service. But also a great perspective on 
what can be done to improve the organization and the employment 
structure of the Postal Service, the security issues that we have all 
been so conscious of since September 11, and of course, the reputa-
tion for service that is just outstanding. If you ask customers 
across the country about their perspective of the service that the 
USPS provides, it is very high indeed, and especially due in no 
small part to the work of Mr. Olihovik in New Hampshire. 

New Hampshire’s Postal Service has received some of the highest 
quality ratings of any postal organization in the country because of 
the attributes that Wally and his counterparts have brought to it. 
He has been a great resource as a legislator. I am an engineer. 
What do I know about public employment or the Postal Service or 
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civil service rules or collective bargaining or these issues that I did 
not have to deal with necessarily in the private sector. So to have 
the postmasters and other postal workers in New Hampshire to be 
able to draw on as a resource have been invaluable to me. 

While his professional service has been outstanding, as the 
Chairman pointed out to me, Wally is a three-time recipient of the 
Benjamin Award, which is given to those Postal Service employees 
that make an extraordinary effort in the area of community serv-
ice. Just underscoring the degree to which Wally understands that 
lifetime commitment that he has made to the Postal Service and 
the postmasters extends to much more than just that 8 o’clock to 
6 o’clock timeframe where you might be on the job. 

I have been proud to work with the postmasters nationally and 
in New Hampshire on a number of issues. They have been out-
standing to work with and, again, that is due in no small part to 
the perspective and leadership that Wally Olihovik has brought to 
the organization. It is a pleasure to welcome all of our panelists 
and to introduce Wally today. 

Chairman COLLINS. Thank you, Senator. After we hear from Mr. 
Olihovik we will hear from Steve LeNoir, who is the National 
President of the National League of Postmasters. He also serves on 
the Postmaster General’s leadership team, workplace advisory com-
mittee and mail security task force. Prior to becoming the national 
president of the league he served two terms as the South Carolina 
State president for the league. 

Our final witness on this panel will be Ted Keating who is the 
Executive Vice President of the National Association of Postal Su-
pervisors. He has been with the Postal Service for more than 40 
years and has held numerous managerial positions during that 
time. Prior to becoming the executive vice president he served as 
the association’s New England area vice president. So we have New 
England well-represented on our panel today. 

Mr. Olihovik, we will start with you. 

TESTIMONY OF WALTER M. OLIHOVIK,1 NATIONAL PRESI-
DENT, NATIONAL ASSOCIATION OF POSTMASTERS OF THE 
UNITED STATES 

Mr. OLIHOVIK. Thank you, Madam Chairman and Members of 
the Committee. On behalf of the 42,000 NAPUS members, thank 
you for inviting me to share my views with the Committee. 

For well over 100 years NAPUS has advanced the quality of post-
al service to our customers, whether they reside and work in our 
largest cities or our smallest towns. NAPUS looks upon the Mem-
bers of this Committee as loyal allies in the effort to ensure the 
success of the Postal Service. The long-term financial outlook for 
the Postal Service has not changed for the better. Growing elec-
tronic diversion, keen competition and lingering economic uncer-
tainty continue to chip away at postal revenue. 

Last year NAPUS applauded the Chairman’s legislation that 
called for a Presidential Commission on the future of the Postal 
Service. Moreover, NAPUS was encouraged by many, though not 
every one of its recommendations. NAPUS was honored to partici-
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pate actively in the Commission process. Madam Chairman, there 
are those in the Postal community who believe incorrectly that 
postal reform is unnecessary. NAPUS disagrees with that view. 

As you know, this Committee assisted the Postal Service, if only 
temporarily, by passing Public Law 108–18. The Civil Service Re-
tirement System recalculation legislation provided a short reprieve. 
As part of your efforts to reform the Postal Service, Congress needs 
to revisit the pension issue in order to reverse the decision to shift 
the military retirement liability onto the Postal Service. 

In addition, remedial legislation is warranted to permit the Post-
al Service to use the escrow that will accrue as the result of the 
CSRS calculation. The military retirement modification shifted a 
$27 billion obligation from the Federal Government to the Postal 
Service. The President’s Postal Commission recommended that this 
obligation return to the government. The Postal Service could use 
these much-needed funds to pre-fund retiree health obligations. 
Eliminating the escrow account would reduce the need for a post-
age rate increase in 2006. 

NAPUS also believes that such funds could be invested in postal 
infrastructure that has been ignored for some time. 

Over the last 2 years, the Postal Service has successfully reduced 
costs to balance shrinking revenue. However, the Postal Service 
cannot continue to chip away at costs without influencing the qual-
ity of mail services that Americans expect and demand. Rather, we 
need the tools and flexibility that are essential to grow revenue. A 
more comprehensive approach is necessary which addresses the 
operational, regulatory, and financial needs of the Postal Service. 

This Committee is familiar with the alarm sounded by many in 
the Postal community as well as the General Accounting Office 
about the fiscal condition of the Postal Service. Just 2 months ago 
President Bush urged Congress to enact postal reform legislation. 
The basic and uncontested mission of the U.S. Postal Service is 
that every mailer and mail recipient in this country has access to 
an affordable and universal postal network. President Bush 
prefaced his announced principles for postal reform by stating that 
comprehensive postal reform must ensure that the U.S. Postal 
Service can continue to provide affordable and reliable universal 
service. For NAPUS, universality and reliability are paramount as 
this Committee pursues its much-needed reform of the Postal Serv-
ice. 

It is immaterial whether the postal customer resides or works in 
a rural, urban or suburban setting. All communities are entitled to 
high-quality mail services. Congress emphasized its strong interest 
in protecting universal postal access through the Postal Reorga-
nization Act of 1970 stating, no small post office shall be closed 
solely for operating at a deficit. Last July the President’s Commis-
sion on the Postal Service made a number of recommendations rel-
evant to postal infrastructure. 

One of the noteworthy Commission conclusions was that any post 
office necessary for the furtherance of universal service should not 
be closed solely because it is unprofitable. Closing small post offices 
would be a dreadful and misguided strategy. Such actions would 
have a devastating effect on many communities yet have little im-
pact on postal finances. As Robert Cohen of the Postal Rate Com-

VerDate 0ct 09 2002 10:17 May 18, 2004 Jkt 092687 PO 00000 Frm 00014 Fmt 6633 Sfmt 6633 C:\DOCS\92687.TXT SAFFAIRS PsN: PHOGAN



11

mission testified before the Presidential Commission, closing the 
10,000 smallest post offices would only net a savings of about $567 
million, considerably less than 1 percent of the Postal Service’s op-
erating budget. The postal network is not merely the sum of its 
parts. It is an integrated system which relies even on its smallest 
components. 

Americans expect access to a full-service post office. The Postal 
Service’s own transformation plan recognized this reality. Despite 
the fact that 70 percent of postal customers were aware that postal 
products may have been available elsewhere, 80 percent of stamp 
sales continue to take place at the post office. NAPUS has worked 
with communities in safeguarding their legal rights to protect their 
post office. As part of this effort NAPUS publishes and circulates 
the red book, a NAPUS action guide for preventing the closing and 
consolidation of your post office. In addition, NAPUS has worked 
closely with the Congressional rural caucus to safeguard a commu-
nity’s due process rights. 

Madam Chairman, I request permission that the Committee in-
clude the NAPUS action guide in the official hearing record. 

Chairman COLLINS. Without objection. 
Mr. OLIHOVIK. Post offices provide exceptional value to mail 

products, including essential mail security through secure post of-
fice boxes at convenient locations staffed by quality, trustworthy, 
knowledgeable, reliable and accountable postal personnel. Post-
masters fully recognize and embrace the principle that a post-
master must be accountable. However, daily teleconferencing with 
middle postal management is not accountability. Unfortunately, all 
too often this is used as a form of micromanagement. Postmasters 
cannot be accountable to everyone at every level of the postal bu-
reaucracy. Therefore, NAPUS was pleased that the President’s 
Commission embraced our recommendation that the Postal Service 
must focus on removing layers of managerial bureaucracy with an 
eye toward simplicity and downward delegation. We hope that post-
al headquarters will apply this suggestion. 

Indeed, the ability to reach postal excellence relies on the avail-
ability of appropriate and fair incentives. The Postal Service re-
cently implemented a new pay-for-performance system to replace 
the controversial EVA program. The key ingredients to its success 
are upfront, well-planned incentives and performance goals and 
good communications. Three components comprise the performance 
aspect of the new pay system. The combination of reaching cor-
porate and unit goals make up 80 percent of the performance in-
centive, meeting the core requirements of the job covers the re-
maining 20 percent of the incentive. The link between performance 
incentives and achieving corporate goals reflects a strategy em-
ployed by the private sector. 

Although I am cautiously optimistic about the success for the 
new pay system, I strongly feel that the Postal Service must do a 
better job defining the core requirements. Many postmasters 
throughout the country have communicated to me their concerns 
about the implementation of the pay system. Make no doubt about 
it, NAPUS fully supports a fair pay-for-performance system. How-
ever, what looks good on paper may be challenging in practice. 
There is no substitute for communication and collaboration. The 
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1 The prepared statement of Mr. LeNoir appears in the Appendix on page 111. 

agency’s difficulty in communicating the system to its own man-
agers, however, concerns me. 

It is important to note that it is difficult to manage a postal facil-
ity when performance incentives are inconsistent. The managerial 
force is compensated using a system that rewards performance. 
The current salary structure for craft employees does not reward 
excellent performance. Unless we are somehow able through collec-
tive bargaining to create a pay plan that rewards individual or unit 
achievement, we will miss a crucial opportunity to optimize effi-
ciencies and encourage exemplary performance. In sum, the 
present pay system compromises the workplace by rewarding one 
set of employees yet influencing another. This practice adversely 
affects morale and performance. 

We must do a better job with our unions to train employees to 
perform different tasks within the post office. We should work with 
the crafts to lower or eliminate barriers that preclude postmasters 
from assigning personnel different duties within a post office. Post-
al employees should have the flexibility and training to cross over 
and perform a variety of tasks. I would also suggest that cross-
training improves job security for those employees whose skills 
could become obsolete. 

Finally, NAPUS remains extremely concerned about the Presi-
dential Commission’s suggestion to sunset FEHBP and FERS cov-
erage of postal employees. The proposal would subject health and 
retiree benefits to collective bargaining. My two primary concerns 
with the proposal is that it does not address the impact upon cur-
rent and future postal retirees, and it ignores the effect that sepa-
rating out postal employees would have on the entire Federal bene-
fits program. 

Madam Chairman, this concludes my remarks. I look forward to 
working with you and the other Members of the Committee as we 
strive to ensure the Postal Service will thrive for many years to 
come. 

Chairman COLLINS. Thank you. Mr. LeNoir. 

TESTIMONY OF STEVE LeNOIR,1 PRESIDENT, NATIONAL 
LEAGUE OF POSTMASTERS 

Mr. LENOIR. Madam Chairman, Members of the Committee, 
thank you for inviting me to appear before you today. My name is 
Steve LeNoir and I am President of the National League of Post-
masters. I welcome this opportunity to discuss with you the impor-
tant issue of postal reform. With your permission, I would like to 
enter my written testimony into the record and then proceed to 
give a short summary. 

Chairman COLLINS. Without objection, all statements will be sub-
mitted in full for the record. 

Mr. LENOIR. Starting in 1887 to represent rural postmasters and 
formally organized in 1904, the National League of Postmasters is 
a management association representing the interest of all post-
masters. Although we represent postmasters from all across the 
country, from the very smallest to the very largest, rural post-
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masters are a sizable portion of our membership. The league 
speaks for thousands of retired postmasters as well. 

Madam Chairman, we would like to thank you and your col-
leagues on the Governmental Affairs Committee for your dedication 
to the issue of postal reform. Postal reform is critical to the long-
term ability of the Postal Service to provide for affordable, uni-
versal mail service to every individual, home, and business in 
America. 

There is no doubt that the Postal Service needs fundamental 
change. We know that our jobs and those of the people we manage 
are ultimately at stake. While we know that the Postal Service’s 
transformation plan takes us in the right direction, we also know 
that legislative reform is necessary to finish the process. We com-
mit ourselves to work with you to make this a reality. 

Madam Chairman, the most critical issue facing the Postal Serv-
ice now is the Civil Service Retirement System issue. Last year’s 
legislation corrected an overpayment to CSRS that saved the Postal 
Service billions of dollars but put those savings—from 2006 on—
into an escrow account. The Postal Service has suggested using the 
savings to pre-fund its retiree benefits, thus funding one of the big-
gest unfunded liabilities the Postal Service will face in the future. 
We think that is an excellent idea. 

Also last year, CSRS legislation forced the Postal Service to as-
sume the responsibility for $27 billion of military retirement bene-
fits that were earned by postal employees before joining the Postal 
Service. That responsibility is not one the Postal Service should 
bear and it deserves to be transferred back to the general Treas-
ury. We strongly urge Congress and the Committee to make both 
of these issues a top priority. 

This past year postal headquarters, the National League of Post-
masters, NAPUS and NAPS worked for 11 months to develop a 
new pay-for-performance system. In the past, compensation sys-
tems for postal managers were an all or nothing system. You either 
met the goal or you missed it. Now we have created a new com-
pensation system for postmasters and other managers that we be-
lieve will be a good driver of productivity. It recognizes individuals 
not only for their contribution to the corporate goals but also for 
their individual performance. It drives the right behavior by con-
stantly encouraging individuals to strive for stretch and break-
through productivity. Even small measures of improvements will 
be rewarded. 

The new pay-for-performance system takes three factors into ac-
count: How we perform nationally as a Postal Service, how our post 
offices performed, and how we performed as an individual. Every-
one is aligned with their performance goal. It is a concept of recog-
nizing both team and individual performance that we have never 
had before. I believe we have developed a fair system and the Post-
al Service has committed to review the process after the first year 
to see if any adjustments are needed. 

The compensation system for rural carriers is also a good driver 
of productivity in that it provides for an evaluation system that is 
paid by the workload. It includes a combination of mail volume, the 
number of deliveries, mileage, and stops. This process provides a 
win-win situation for both the rural carriers and the Postal Service. 
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While the league is pleased so far with the new pay-for-perform-
ance system we do believe there are too many layers of manage-
ment between postmasters and postal headquarters and some of 
that should be removed. We strongly feel that postmasters should 
have the authority to manage their post offices without being 
micromanaged. 

Another problem that we see is that promotions in craft positions 
are determined by seniority. In many cases the most senior person 
is not the best qualified for the job. It is not that he or she may 
be a bad employee, but just not the right person for a particular 
spot. 

Moreover, we need much more flexibility in how we are able to 
use our craft employees. Current rules prohibit craft employees 
from doing work in other crafts. We could greatly improve effi-
ciency if we had more flexibility. 

We also need to address the issue of sick leave for FERS employ-
ees. Currently they get no credit for unused leave at retirement. 
We need to change this rule so they could sell back sick leave or 
get credit at retirement. 

One area in which we have made considerable progress is that 
we have reduced the number of grievances filed by employees. We 
need to continue to make progress in this area and work with the 
unions to revise outdated work rules. 

An issue that does cause us concern is the possibility of closing 
rural post offices. I appreciate your comments earlier and strongly 
agree with your sentiments. The National League of Postmasters 
is concerned that access to a post office in a rural community could 
dramatically change if postal reform is not implemented properly. 
We are particularly concerned that overzealous individuals could 
develop a mistaken belief that closing small post offices would net 
meaningful savings for the Postal Service. As my counterpart 
pointed out, the facts do not support that. The record shows that 
the cost of the 10,000 smallest post offices is less than 1 percent 
of the Postal Service’s total budget. 

We believe there is great value in our network of over 26,000 
post offices and we have not yet fully maximized that value. We 
are suggesting that in rural areas where the private sector does not 
provide adequate services, the Postal Service could fill that gap. 
For instance, in my community of Horatio, South Carolina, I added 
a fax and copy machine to my post office because the closest busi-
ness that offered that service was over 20 miles away. That served 
our citizens well, had no effect on the private sector, and has paid 
for itself many times over. 

Also, the Postal Service could partner with State and Federal 
Governments. For instance, we could offer voter registration in our 
offices, making it easier for our citizens to participate in the demo-
cratic process. We could also assist in gathering census data in 
rural areas and play a role in homeland security. The league be-
lieves that providing universal service means not only providing 
universal mail delivery to all citizens but also providing equal ac-
cess to postal services including a post office. 

The Postal Service has an obligation to provide quality postal 
service and access to post offices on a universal bases regardless 
of whether a post office is considered profitable. We urge this Com-
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1 The prepared statement of Mr. Keating appears in the Appendix on page 128. 

mittee to see that a definition of universal service in any reform 
bill makes it clear that post offices are necessary to fulfill the uni-
versal service mandate, particularly in rural areas where post of-
fices play such a critical role. 

Madam Chairman, rural post offices are key to a healthy rural 
economy and are necessary to provide universal service in America. 
As supported by our written testimony, the local post office is an 
American institution that literally binds rural America together po-
litically, socially, and economically. It is the lifeblood of rural com-
munities and it should not be harmed. 

No less important are smaller post offices in inner-city areas. 
They provide a vital link to the Postal Service and the country and 
they should also not be harmed. While we understand there may 
be legitimate reasons to close a post office, we do not believe that 
existing rules pertaining to the closing of a post office should be 
changed. These rules are fair to customers, local communities, and 
the Postal Service. Let us work to make post offices not only a life-
line to customers but also a positive link to government at all lev-
els. 

We think there is great value in our network of post offices. The 
American flag is raised at post offices every day all across this 
country. The tradition of postmaster, starting with Ben Franklin in 
colonial times is connected to the many freedoms enjoyed through 
the Constitution of the United States and the Bill of Rights. It sup-
ports and enables many of the rights given to us. Universal service 
is important to all Americans in the equal opportunity it provides. 

I would be happy to answer any questions the Committee may 
have. 

Chairman COLLINS. Thank you. Mr. Keating. 

TESTIMONY OF TED KEATING,1 EXECUTIVE VICE PRESIDENT, 
NATIONAL ASSOCIATION OF POSTAL SUPERVISORS 

Mr. KEATING. Thank you, Chairman Collins, for the opportunity 
to appear on behalf of the 36,000 postal supervisors, managers and 
postmasters who belong to the National Association of Postal Su-
pervisors. I, too, will abbreviate some of my testimony since you 
have the complete written record, and I will go right to our testi-
mony. 

We agree with the Postal Commission that the current network 
of post offices and plants requires streamlining, leading to the 
closure of unneeded facilities to ensure that universal service is de-
livered in the most effective and cost-efficient manner possible. In-
deed, many of the Nation’s post offices are probably no longer nec-
essary to fulfill the universal service obligation. Streamlining or 
rationalizing of the postal network should be carried out on a com-
prehensive basis under the authority and control of the Postal 
Service in consultation with Congress and its stakeholders. The ul-
timate aim should be to arrive at cost savings while preserving af-
fordable, universal service. 

We see no need for the establishment of a postal network optimi-
zation committee as recommended by the President’s Commission 
applying a base closing approach towards unneeded postal facili-
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ties. A base closing approach with P–Noc preparation of rec-
ommendations to Congress to consolidate and rationalize the serv-
ice’s processing and distribution infrastructure will only delay and 
diffuse the decisionmaking that should remain in the hands of the 
Postal Service. The Postal Service is the best equipped entity to ar-
rive at the optimal number of locations and functions for mail proc-
essing and distribution functions just as the Postal Service is simi-
larly equipped to arrive at the number of locations and functions 
for post offices. 

Under current law, the Postal Service is not allowed to close post 
offices for economic reasons alone. The Commission recommended 
that such statutory restrictions be repealed and that the service be 
allowed to close post offices that are no longer necessary for the ful-
fillment of universal service. We agree and urge the Congress to 
grant to the Postal Service the flexibility and necessary account-
ability in a fair and rational way to fulfill its universal service obli-
gation in a cost-efficient and effective manner. 

Adversarial labor-management relations have been a persistent 
cause of problems in operational efficiency as well as the culture 
and work-life of the Postal Service. The General Accounting Office 
and others have repeatedly documented the degree to which poor 
communication, persistent confrontation and conflict, excessive 
number of grievances, and difficult labor contract negotiations have 
persisted within the Postal Service. From my perspective as execu-
tive vice president of one of the foremost management organiza-
tions within the service, progress is being achieved in fostering bet-
ter communications at the national level between the Postal Serv-
ice and the leadership of the craft unions and management associa-
tions. 

However, progress at lower levels and other areas continues to 
remain uneven, especially in the resolution of grievances. The Post-
al Commission noted that encouraging progress is being made by 
the Postal Service and one of its unions in resolving grievances 
through the use of a streamlined process involving a dispute reso-
lution team comprised of representatives of management and craft. 
We believe the dispute resolution team approach is best directed to 
the resolution of contract related disputes in the field where they 
began while workplace or environment disputes are best resolved 
by mediation. 

We also are concerned by the growing reliance by dispute resolu-
tion teams of non-binding arbitration decisions as precedent. We 
encourage the Committee to continue its oversight on this par-
ticular endeavor. 

Over the past decade the Postal Service has led the Federal Gov-
ernment in efforts to build incentive-based, performance-driven 
compensation systems. It has followed the lead of cutting edge or-
ganizations in the private sector in using performance management 
systems to accelerate change and improve individual and organiza-
tional performance. Incentive-based systems within he Postal Serv-
ice currently apply only to the performance of executive managers, 
postmasters, supervisors and other non-bargaining management 
employees covered under the EAS salary schedule. 

More recently the National Association of Postal Supervisors and 
the postmaster organizations have collaborated with the Postal 
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Service in establishing a new pay-for-performance system, reshap-
ing the EVA system first established in 1995 that better rewards 
teamwork, efficiency and service quality in a fair manner. Measur-
able and realistic goals are now being established at the unit, dis-
trict, and area levels as part of the new system. Progress in this 
area is being made. 

We agree with the Commission that it is time to expand merit-
based pay to the entirety of the postal workforce, including bar-
gaining unit employees. The establishment of an incentive-based 
culture of excellence in any organization relies upon performance 
management systems that reach across the entire organization and 
cover all employees, not only those in the management ranks. The 
Commission urged the Postal Service to undertake a study of per-
formance-based compensation programs for both management and 
union employees and work with the unions and management orga-
nizations to design and implement a performance-based compensa-
tion system. We are counting on the Postmaster General and the 
craft unions to negotiate some form of pay-for-performance at the 
bargaining table. 

We also urge Congress to repeal the current statutory salary cap 
as it applies to the Postal Service and authorize the Postal Service 
to establish rates of pay for top Postal Service officers and employ-
ees that are competitive with the private sector. Pay compression 
of salaries at the top, leaving little financial incentive for top mid-
level employees to take on new levels of responsibilities, are hin-
dering the Postal Service from recruiting the best and brightest to 
top leadership positions. The cap should be lifted and the Postal 
Service should have the discretion to set compensation to attract 
and retain qualified individuals in the upper management ranks. 
Many Federal entities that require a capable, experienced CEO and 
other top officers already have pay-setting authority. They include 
the Tennessee Valley Authority, the Federal Reserve Board, the 
Public Company Accounting Board, and the Federal Home Loan 
Bank Board. 

Additionally, we encourage the Committee to take a critical view 
toward the necessity of establishing a new regulatory body such as 
a postal regulatory board to assume authority over total compensa-
tion, scope of the monopoly, and definition of universal service as 
well as other important policy and regulatory powers exercised by 
Congress, the Postal Rate Commission and the Postal Service 
itself. Similarly, we question the wisdom of subjecting the Postal 
Service pension and post-retirement benefits to collective bar-
gaining. This could significantly impact the vitality of the entire 
Federal pension and retiree health benefit programs and we cau-
tion the Congress to move very carefully in full consultation with 
the postal stakeholder community before proceeding in these areas. 

We support the Postal Service’s proposal to eliminate the escrow 
requirement so the service will not have to include the $3 billion 
as mandated incremental operating expense in fiscal year 2006. 
The service cannot use the escrow funds unless Congress elimi-
nates the escrow requirement or specifies by law how these funds 
may be used. If no action is taken, the unavoidable necessity to 
raise rates higher than necessary will come about. This can and 
should be avoided. 
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We believe that improved and continued communication by the 
Postal Service with Congress over how it will address its long term 
challenges and fund its retiree obligation should provide Congress 
the information it needs and assurances to eliminate the escrow re-
quirement. 

We also support relieving the Postal Service of the burden of 
funding retirement benefits attributable to military service and re-
turning that responsibility to the Department of the Treasury. We 
support the use of these savings to pre-fund retiree health benefits, 
obligations for current and former employees estimated at approxi-
mately $50 billion dollars. Under this proposal the funds would 
stay in the Civil Service Retirement System and therefore would 
not impact the Federal deficit. 

Finally, we have recently been apprised of a difference in meth-
odology used by the Office of Personal Management and the Postal 
Service in determining the Postal Service’s CSRS obligation. We 
were quite surprised to learn that according to the Postal Service’s 
calculations its obligation is $86 billion less. 

Chairman Collins, thank you for the opportunity to present these 
views. We look forward to working with you to secure postal reform 
and I am available to answer any questions that you have. Thank 
you very much. 

Chairman COLLINS. Thank you very much. I want to thank you 
all for sharing your experience with us. We are now going to begin 
a round of questions of 7 minutes for each of us. 

All of you have considerable experience in the Postal Service. 
Each of us is committed to universal service, to making sure that 
we strengthen and preserve the Postal Service. You have all 
stressed the need for us to act on the military pension issue and 
the escrow account issue. I cannot help but point out, even though 
I am on the House side, that the original Collins-Carper bill did not 
have an escrow account in it and it is something, on those two 
points, where I am very sympathetic to the opinions that you have 
expressed. 

But putting aside those two issues which are clearly among your 
top priorities, if you were going to advise the Committee on what 
two reforms you think should be included in our legislation and are 
absolutely imperative for the future of the Postal Service, what 
would they be? I would ask you to give us the benefit of your many 
years of experience here as opposed to just representing your mem-
bers in replying to us. We will start with Mr. Olihovik. 

Mr. OLIHOVIK. I think the thing that is absolutely critical to 
NAPUS is the universal service aspect. But the two reforms I think 
that the Postal Service needs is really the flexibility and price-set-
ting because in today’s world, the archaic structure of the way we 
do things now, it just does not make sense. It does not allow this 
organization to react in any kind of a timely manner. It is approxi-
mately 12 to 14 months before the Postal Service realizes it has a 
problem, has to put in a new rate structure, and has the ability to 
get the new rate approved. So, we need some more flexibility. 

I think the flexibility aspect is as far as where we want to go. 
I am very supportive of the new pay-for-performance program. I ab-
solutely live by my remarks. I think we need to extend that even 
further into the system. It is a well-thought out program. I did 
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preface some of my remarks that I still have a little bit of concern. 
But I am still very cautiously optimistic that at the end of the day 
this is going to turn out to be right for the Postal Service. And I 
am proud that the Postal Service brought us in early on to listen 
to our points of view. 

But I think as we are looking down the road, any healthy organi-
zation needs all its parts pulling in the same direction. This pro-
gram as we have developed it is geared for excellence, and I think 
that if we can somehow get the crafts to come to the table and be 
part of the process I think that will go a long way into turning this 
whole organization in the right direction. 

Chairman COLLINS. Thank you, Mr. Olihovik. Mr. LeNoir, same 
question for you. 

Mr. LENOIR. I would think, give us flexibility in our rate-making 
process. I understand that we have monopoly products like First-
Class Mail, but there are other products that I think we need more 
flexibility and not as much oversight where we have competition. 
Currently it takes us—our competitors can change rates overnight 
where we have to go through a very long process and lay every-
thing out on the table. Then our competitors set their rates accord-
ing to how that process works out. So I do believe we need more 
flexibility in the rate-making process for non-monopoly products. 

Also I think we need more flexibility in the way that we can use 
our employees. In the larger post offices, sometimes you cannot 
cross crafts, like a clerk could not do carrier work. We have a num-
ber of employees but we cannot necessarily use them like we 
should if we had more flexibility to use those employees. 

Chairman COLLINS. Thank you. Mr. Keating. 
Mr. KEATING. I agree with my two colleagues. I think pricing and 

flexibility is the key most important issue being addressed and that 
the Postal Service needs to continue. The other issue I think would 
be to convince Congress to allow the Postal Service to make those 
decisions necessary. I believe they are the best qualified people to 
move ahead with a transformation plan and allow them to make 
the decisions necessary and not have to answer to any further reg-
ulatory boards than they already have. Thank you. 

Chairman COLLINS. As I was preparing for this hearing I re-
viewed the worker’s compensation program of the Postal Service. I 
was surprised to learn that in the Postal Service, if you are on 
worker’s compensation you can choose to stay on worker’s com-
pensation even after the normal retirement age. There is in fact a 
102-year-old postal employee who is still receiving worker’s com-
pensation benefits. I also found that there were hundreds of cases 
where individuals have been receiving worker’s compensation for 
longer than 30 years, and that there were over 1,000 cases where 
the individual had qualified for worker’s comp benefits between 20 
and 29 years ago. 

It seems to me that this is an area that we need to take a close 
look at given the enormous unfunded liability for worker’s comp in 
the Postal Service. Could you share any views with the Committee 
based on your experience on whether you think this is an area that 
reforms need to be undertaken? Mr. Olihovik. 

Mr. OLIHOVIK. Senator Collins, I would not by any means classify 
myself as a compensation expert. It is a very confusing process. I 
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know as a postmaster some of the greatest frustration that I have 
experienced was going through the worker’s compensation merry-
go-round. I think outside of the job of postmaster, one of the most 
challenging jobs you can have in the Postal Service is in injury 
compensation. Worker’s compensation is probably equally chal-
lenging. 

It is clear to me talking to some of the experts back in the dis-
trict, whether it be in Massachusetts or New Hampshire, that 
there is clearly a level of frustration out there with the system. It 
needs to really be drastically looked at and in some cases probably 
overhauled. We cannot make it comfortable where people are sit-
ting home. We have got to do the right thing for people that are 
injured. There is no doubt about that. But we cannot create a situ-
ation where our hands are tied. 

That is about the only thing I can share. I know that from a dis-
trict level there is a tremendous amount of frustration with the 
system as it presently exists. 

Chairman COLLINS. Your point is a very good one. We do need 
to make sure we have a system that is fair and compassionate to 
injured employees. I was, however, alarmed at some of those statis-
tics, particularly when you look at the unfunded liability. 

Mr. LeNoir. 
Mr. LENOIR. Madam Chairman, you point out a very legitimate 

issue and I think we need to work to get it corrected. That would 
be the short answer. 

Chairman COLLINS. Thank you. Mr. Keating. 
Mr. KEATING. Chairman Collins, I read that same report that 

you referred to and I was amazed at what the report entailed. I 
worked in finance for most of my career before coming to Wash-
ington and I can tell you that it has been a system out of control 
for a long time and it needs an overhaul and complete look at. 

Chairman COLLINS. Thank you. Senator Akaka. 
Senator AKAKA. Thank you very much, Madam Chairman. I wish 

to thank all of you for your excellent testimonies. As the elected 
leaders of the Postal Service’s management associations you know 
firsthand that modernization of your agency is critical for its sur-
vival. Your counsel and your guidance is greatly appreciated. 

My first question is directed to Mr. Olihovik, who like Mr. 
LeNoir and Mr. Keating, collaborated with the Postal Service on its 
new pay performance system for non-bargaining employees. I be-
lieve Mr. Olihovik appropriately raised several valid concerns over 
the success of the new pay system, including the need for managers 
to be trained in implementing the system. I agree that without a 
credible, transparent, and accountable management plan in place 
putting a pay-for-performance system in place is risky. 

My question is, how would you strengthen the new pay-for-per-
formance system for postal managers and what would need to be 
done to bring all employees, including union workers, under a pay-
for-performance system? I would like to have both Mr. LeNoir and 
Mr. Keating respond to this as well. 

Mr. Olihovik. 
Mr. OLIHOVIK. Senator Akaka, before I respond to that I would 

be remiss if I once again did not thank you for your support and 
leadership in promoting the Postmasters Equity Act. You have 
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been a strong friend to postmasters for many years and I do thank 
you for that. 

Your question is a good one. I will go back to some of the things 
that I said in my prepared remarks. I think the most important 
thing that you can do in any new program that you have is good 
communication. I think the Postal Service is trying to do that. I am 
trying to be as patient as I can with this. I accept my responsibility 
as a management association head as far as helping the Postal 
Service build this program, and I am going to do everything I pos-
sibly can to make sure that it is successful. 

Like any program there are some difficulties, some stops and 
starts. Convincing people of a whole new way of doing things is 
hard. As I referred to the core goals, we are having some issues 
there. That is 20 percent of a postmaster’s performance compensa-
tion. It is not that the Postal Service, from the headquarters view-
point, has not been trying. They had a major seminar just a couple 
of months ago. They invited the management associations to be a 
part of that seminar, and spoke to a large group of human re-
sources people throughout the country. So everybody was in attend-
ance. They were all hearing a very clear, consistent message. 

It is a whole new way of doing things, and as I said, it is the 
right way to do things. But I still think we need a little bit more 
clarification and communication on specific aspects of it. Having 
done that, I think that this program is going to work and I think 
it is going to be one of the best things that has happened to all peo-
ple and management. 

Getting to the second part of your question, Senator, as far as 
extending it to the crafts, quite honestly it goes to one question and 
it is bedrock in everything that we do, in all our relations. It comes 
down to the word trust. They have to trust in the system. They 
have to believe in the system. So as managers we have to lead the 
way and show that it is a good system, it benefits and rewards ex-
cellence. I think if we allow them the input through the collective 
bargaining process I think that they will work to craft it—intel-
ligent people usually do intelligent things. I think that they will 
buy into the process, and once they do that, having everyone as a 
total group striving for excellence together is the right way for any 
successful organizations to go. 

Senator AKAKA. Thank you. Mr. LeNoir, would you like to com-
ment on the Postal Service’s pay-for-performance system? 

Mr. LENOIR. Yes, Senator Akaka. I also thank you for your help 
with the Postmasters Equity Act. All three of us at this table 
helped design that system and I think that, like I said, it is not 
perfect and we realized it would not be perfect the first year we 
rolled it out. But I certainly think it is a stride in the right direc-
tion. 

The Postal Service has committed in April to sit back down with 
us and revisit the system and look at where we may have some 
shortcomings. So we look forward to that opportunity. As my 
friends stated, the core goals are a concern to us and we have to 
make certain we get that process right. But I really think we have 
made a lot of progress in this new system, and like I said we look 
forward—we realized there would be problems rolling it out. We 
were late getting the goals out to the employees because it was the 
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first year rolling it out. But I believe next year things will smooth 
out and it will continue to improve and lead us in the right direc-
tion. 

The second part of your question is about incentives for other 
workers. I believe we have different systems in place. As I said, the 
rural carrier system seems to work very well in that they have an 
evaluated system and it goes by the amount of mail they get, the 
number of stops they get. If they finish their route early, they are 
able to go home. So that gives them incentive to work as efficiently 
as possible and complete their route so that they can go home. 

But on the other hand, a city carrier, he is there for 8 hours and 
if he works very fast he is given additional work to do when he gets 
back to the office. And if he works very slow he is given overtime. 
So I just think the two systems, as you can see they are like night 
and day, and I think we need to work to try to get everybody on 
some type of incentive-type system. 

Senator AKAKA. Thank you. Mr. Keating. 
Mr. KEATING. Yes, Senator. Wally in his testimony expressed 

some reservations about this, and I think we all have reservations. 
The system is so brand new. We are still in the process of rolling 
out to the field. I think if you took a census of my membership they 
would probably say we are crazy for doing this, but the leadership 
decided that this was the way to go. As far as, the Postmaster Gen-
eral is on record numerous times, even last night at the league’s 
dinner, saying that this is a work in progress. We will continue to 
work out the problems as it goes. It is an experimental type year. 
I am convinced that we can make it work. 

And to the second part of your question, quite honestly, the only 
way that this is going to be ever sold to the unions is that it does 
work. It has to work in order to convince the unions to buy into 
the process. 

Senator AKAKA. Thank you very much for your responses. My 
time has expired. 

Chairman COLLINS. Thank you. Senator Carper. 
Senator CARPER. Thank you, Madam Chairman. As I said to you 

in our earlier conversation, I may have to slip out to get on a tele-
conference call. If I do, I ask your indulgence. 

I want to stick with this issue of pay-for-performance for a mo-
ment. In the past some pay-for-performance systems have been 
criticized for being wasteful, even ineffective. Do you agree with 
that? If so, how is the new approach better? 

Mr. OLIHOVIK. I am sorry, I did not hear the first part of what 
you said. 

Senator CARPER. I said in the past some of the pay-for-perform-
ance systems that were espoused by the Postal Service have been 
criticized for a variety of reasons, for being wasteful, for not being 
very effective. I do not know if you agree with that or not. If you 
do or do not, just tell me. And if you could, just let me know how 
this new system, this work in progress, is better. 

Mr. OLIHOVIK. Under the system that we had before, the EVA 
program, (economic value added) the main problem we had was 
that it was not well explained and to my understanding not too 
well understood by too many people. I think with the new program 
there is a clearer definition. 
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I think especially with 80 percent of the performance pay being 
objective. It is very objective. Twenty percent with the core require-
ments are subjective. That is what we are trying to convince people 
of. With the objective part, you hit the number or you do not hit 
the number. But it is not a finish line mentality. You can come 
close to the number and be rewarded. And if you go significantly 
past the number you are rewarded to a greater extent. 

So I think people understand that concept. I certainly under-
stand that concept and I certainly support it. I would not charac-
terize the old system as being really wasteful but I would probably 
classify them more as not being well understood. 

Senator CARPER. Thank you. Mr. LeNoir. 
Mr. LENOIR. Senator Carper, under the old EVA system you 

were connected to your district’s goals. Say, for example, you are 
in a area, like Columbia, South Carolina, if they had a bad year 
and my little town of Horatio had a good year, I was in a geo-
graphic region and we were all hooked together. 

Now we have designed a system that measures how we perform 
nationally, how your post office did, and how you did as an indi-
vidual. So we feel like it is a lot more—we are accountable for what 
we do now and it is a system that drives us to do better in our of-
fices instead of being grouped with a large number of people. 

Senator CARPER. Thanks. What town was it, Horatio? 
Mr. LENOIR. Horatio, South Carolina. 
Senator CARPER. Where is that located? 
Mr. LENOIR. It is near Sumter. I tell everybody it is between Pix-

ley and Hooterville. But it is a very small town. [Laughter.] 
Senator CARPER. That clears it up for me. Thank you. Mr. 

Keating. 
Mr. KEATING. Senator, what we had before was really not a pay-

for-performance system. It was a team bonus system where if the 
team did well and the team was a large group, everybody benefited. 
But I do not think that can compare to the pay-for-performance 
system that we are putting in now. This is individual versus a 
team effort. 

Senator CARPER. For us as Members of this Committee who are 
interested in postal reform, what do we need to be mindful of with 
respect to pay-for-performance system proposals and implementa-
tion? 

Mr. OLIHOVIK. I think you should really take a close observation 
of it during this first year. As Steve said, we have a commitment 
from the Postal Service that if anything needs to be tweaked, that 
we will go back and we will make the necessary adjustments. We 
are fully supportive. This is a team effort. This is a group effort to 
do our level best to make this work, and I commend the Postal 
Service for leading with that attitude, and I am convinced that 
with some minor modifications that I anticipate we will make it 
work. 

Mr. LENOIR. I think this new pay-for-performances, system, we 
were able to do it because we are managers and we are not bound 
by union contracts. That gave us the flexibility to develop this sys-
tem. I think the challenge is going to be how we roll that down to 
the craft, to the lower levels. 
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Senator CARPER. Thank you. Again my question is, what are the 
implications for us as Members of this Committee, the Committee 
of jurisdiction, as we approach postal reform? Do we have an inter-
est in this? Is this something that we ought to be mindful of? That 
is my question. 

Mr. LENOIR. I do think and the Postmaster General said that we 
do support collective bargaining and I do not think that that is nec-
essarily a fight that we need to take on. 

Senator CARPER. Mr. Keating. 
Mr. KEATING. Basically the same thing, I think there are some 

issues in communications that are not being addressed properly. It 
is going to take a lot of work on headquarters management organi-
zations in the field. There has always been a problem between the 
Postal Service headquarters and the field in listening to and under-
standing communications sent out. We struggle with this all the 
time. We sit down at a bargaining table and agree to an issue and 
it gets misinterpreted, or misinterpreted by the time it gets down 
to the field level. I think it is ironic that we are in the communica-
tions business but we do not communicate with our employees and 
managers that well. We need to do better. 

Senator CARPER. Thanks. Let me change gears, if I could, and 
talk about the accessing of retail postal services in places other 
than post offices themselves. Any of you have an idea of what per-
centage of the volume of mail services that provided like in a retail 
type setting, what percentage actually take place in a post office 
itself versus some other location? I have heard 80 percent in a post 
office. Does that sound about right? 

Mr. OLIHOVIK. Right, that was in my prepared remarks with the 
stamp sales itself. I made the comment that even though 70 per-
cent of Americans were well aware that retail services were avail-
able elsewhere outside of a traditional post office setting, that 80 
percent of Americans continue to vote every single day to purchase 
those stamp sales at a traditional post office. 

Mr. LENOIR. Senator, I think it is important to note that in large 
communities where lines are an issue it may be a good idea to have 
stamps available in Wal-Marts and other places such as that. But 
in our medium to smaller communities I think we would be making 
a big mistake to take the stamps and retail things out of their lob-
bies. Over 7 million people visit our lobbies each business day and 
we can use that as an opportunity to up-sell and sell additional 
products, and I think we would be making a mistake to try to drive 
them to grocery stores instead of the post offices where lines are 
not an issue in the smaller communities. 

Senator CARPER. What are some examples of retail operations 
where people can avail themselves and buy postal services outside 
of a post office where it actually is a good value for the customer? 
Can you give us some examples of where it works well? 

Mr. LENOIR. I am sorry, are you referring to something like 
stamp sales? 

Senator CARPER. Basically. 
Mr. LENOIR. Obviously like I said, in the larger markets it 

makes perfect business sense to make access more available, as the 
Commission suggested, and we totally agree with that. But in a 
small town where you might have three or four businesses and a 
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post office we do not think it makes good business sense to all of 
a sudden have stamps available at the gas station which is a mile 
down the road from the post office. We just think that would be 
shortsighted. 

Mr. OLIHOVIK. Senator, in many of the larger cities we have 
what they call contract postal units and depending on which unit 
you look at they can work very effectively. I myself have one in 
Nashua, New Hampshire. 

Senator CARPER. I was just in Nashua last Saturday. I was just 
there in the town hall up on the third floor introducing Joe 
Lieberman to a packed house. Boy, it was hot. That was the only 
time all day I was hot. 

Mr. OLIHOVIK. I am sure you noticed what a friendly city it was. 
Senator CARPER. It was great. People were wonderful. 
Mr. OLIHOVIK. That is good to hear. In Nashua we have a con-

tract postal unit. We pay a private contractor approximately 
$100,000 a year to run this facility. They in turn generate $1 mil-
lion. That is pretty good value that the Postal Service is getting for 
its money. Many times when they work, you have got good people 
operating them. I do not have any problem with that. Sometimes 
you get other people operating them and they are not so good. But 
I can give you examples both ways. 

By and large my experience with contract postal units, as they 
exist in large city settings, usually work pretty well. The Postal 
Service, even in its transformation plan, determined that basically 
for every dollar that they spend they are taking in $10 in return 
so that is a pretty good margin. 

Senator CARPER. I would say it is. Madam Chairman, I have a 
couple more questions I would like to submit in writing for our 
panel. Thank you very much for being here today and I am going 
to go jump on this call and be right back. 

Chairman COLLINS. Thank you. The hearing record will remain 
open for 14 days for the submission of additional material. 

Senator Durbin. 

OPENING STATEMENT OF SENATOR DURBIN 

Senator DURBIN. Thanks, Madam Chairman, and thank you for 
your courage and determination that this hearing would go on. Nei-
ther rain nor snow nor sleet nor ricin will stop this Committee 
from its appointed tasks, and I am happy to be here with you. 

I have been to several of these hearings before and I am looking 
for recurring themes and I think I have found one. When we have 
postal labor witnesses they tell us the problem is management and 
the politicians. When we have postal management witnesses they 
tell us the problem is labor and the politicians. So I am beginning 
to find that there is one recurring theme here that perhaps we 
need to visit and that is what we need to do to try to resolve dif-
ferences between labor and management and make the Postal 
Service more efficient and more modern in the 21st Century. This 
Commission is a good starting point but it is not the ultimate an-
swer. It will undoubtedly be changed during the course of consid-
ering legislative options. 

Mr. Olihovik, you testified before the Commission last April 
about the red tape and micromanagement the postmasters have to 
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deal with, and I would like to read part of your testimony. ‘‘Over 
the past three decades the Postal Service has mutated into a costly, 
multi-layered bureaucracy that has distanced postmasters from 
postal headquarters. Consequently, mid-level postal managers posi-
tioned at area and district positions often interfere with successful 
post office management and can undermine a postmaster’s author-
ity. It can be as petty as requiring a local postmaster to file trip-
licate requisition forms to purchase a role of toilet paper.’’ Was that 
hyperbole? 

Mr. OLIHOVIK. No, it was not. That statement, and to the extent 
that it is happening today we still, I feel, have too many layers of 
bureaucracy. As I said in my prepared remarks, for the position of 
postmaster, we select people based on their background, their skill 
level, and the trust that we have in them to do the job. However 
in too many locations, not all locations, but in too many locations 
we do not give them the authority that they need to effectively do 
that job in the local community that they serve. They are micro-
managed to some extent. They are answering to everybody and 
anybody at a district level. It is the type of situation when every-
thing becomes a priority, then nothing becomes a priority. It makes 
it very difficult. I like to refer to it as the conflict of imperatives, 
who do I please first? 

In the exact scheme of things, really a postmaster should report 
to a postal operations manager who in turn reports to the district 
manager. But too many times, in too many settings, you have got 
people in multi-departments, delivery departments, address man-
agement departments all interfering in the daily operation of a 
postmaster. It makes it next to impossible to manage the operation 
at times. 

Senator DURBIN. It seems that you and postal labor agree on that 
point, that there is a lot of money and time wasted in bureaucracy. 
But you raise a point too that is closer to home to your personal 
interest, where you would suggest that the employees ought to give 
when it comes to their collective bargaining rights and benefits 
they currently receive. Most of you, though there have been some 
qualifications to this remark, are careful to guard the existence of 
post offices themselves, to try to find new ways to utilize buildings 
that currently provide postal services. Some of them are creative 
and interesting and I salute you for that. 

But is that not part of our challenge here? From the labor side, 
they do not want to give us benefits. From your point, you do not 
want to give up the building that needs a postmaster. Are we going 
to have to ask both sides to be more accommodating to reach our 
goal? 

Mr. OLIHOVIK. I think with the situation that we face in the 
Postal Service certainly everybody should be called upon to sac-
rifice. That goes across the board. As far as my relationship with 
the unions, I have a lot of respect for the unions. I have a good 
working relationship with the people. I think one of the benefits 
that we have now with Jack Potter is some of the people that he 
is dealing with on a national level, the presidents of the unions, I 
think have come around to a 21st Century viewpoint on just what 
is best for the organization. We all have to be smart and realize 
that if there is no Postal Service, there are no postmasters, there 
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are no letter carriers, there are no mail handlers. So we have to 
do what is right for the Postal Service. 

As far as the question regarding small post offices, there are 
some that make the argument that there are too many out there, 
that we do not need every one that we have, that you cannot close 
small post offices. Senator, I would say that is not the case. There 
is nothing right now that prevents Postal Service headquarters 
from closing a small post office. If you look in the last 30 years 
itself——

Senator DURBIN. Except for elected officials. 
Mr. OLIHOVIK. We have a process in place. It is a recognized 

process. When the process has been followed to close a small post 
office, we have in fact closed 14,000 small post offices over the last 
30 years. 

Senator DURBIN. It is devastating, as most people know, to small 
towns to lose a post office. Sometimes they just disappear at that 
point. That is all that is left. I saw one up in Alaska, and frankly 
it was in the middle of Arctic Village, Alaska and it was one of the 
few things there that appeared to have any connection, direct con-
nection with the outside world. 

Mr. LeNoir, you talked about things we could do with post of-
fices, some of them very imaginative, creative things that we might 
accomplish there. But are we postponing the inevitable if we try to 
find new ways to use post offices that go way beyond their original 
purpose? 

Mr. LENOIR. Senator, absolutely not. I come from a rural town, 
I have been postmaster in the town for 23 years and they have less 
than 5,000 people in that town. That post office is so much more 
than just a building to them. A rural carrier going in front of some-
body’s house does not give you the same service that a post office 
does. I have people in my community that did not have the edu-
cational opportunities and I help them fill out money orders, an-
swer and read mail. Those people are not second-class citizens. I 
have a gentleman that comes up on a riding lawnmower every day. 
That is his mode of transportation. To those people, this is essen-
tial for them to have a post office there, not just a carrier going 
by their house. 

I feel very strongly that if we are going to have those offices out 
there, we need to figure out the best way that we can utilize that 
network. As I have stated in my written testimony, that network 
of post offices, 26,000 all across this country, no private industry 
can touch that. I do not think that we have fully utilized those post 
offices. In rural areas like mine where there is no competition with 
the private sector, I think there is a lot of things we could do that 
would not step on the toes of the private sector and would bring 
those offices closer to profitability. 

Senator DURBIN. Can I ask a question that is only somewhat re-
lated to an issue that has been before us but I am curious, do any 
of you have postal employees who have been activated in the Guard 
and Reserve for Iraq or Afghanistan or any other theater at this 
point? 

Mr. LENOIR. We are not at our offices now but we know of plenty 
of postmasters that have been. 
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1 The prepared statement of Mr. Wells appears in the Appendix on page 135. 

Senator DURBIN. Those postal employees that are activated, is 
there a policy in the post office to protect their income, to hold 
them harmless while they are activated Guard and Reserve? 

Mr. LENOIR. I would have to get back with you on that. I am not 
certain. 

Senator DURBIN. I think the answer is no. I only raise that, not 
in criticism of you but in criticism of the fact that here we are in 
the Federal Government not doing what States and local units of 
government and private corporations do, which is stand behind the 
men and women who are activated. We passed an amendment 
which I offered on the floor in the last omnibus appropriation bill 
to say we would hold Federal employees harmless who are acti-
vated, and 10 percent of all Guard and Reserve are Federal em-
ployees. Unfortunately, when it went to conference it was stripped 
out, not by the House but by the same Senate that had put it in 
the bill. I hope we can return to that this year. 

Thank you, Madam Chairman. 
Chairman COLLINS. Thank you. I would like to thank our panel 

of witnesses for your excellent testimony today. We want to work 
very closely with you as we proceed from here and take advantage 
of the many years of experience that you have. So thank you so 
much for being here today. 

I would now like to call forward our second panel of witnesses. 
We are very fortunate today to have three very distinguished ex-
perts in the area of labor relations. John Wells is a labor relations 
consultant and a commercial arbitrator. He also served as the di-
rector of the Federal Mediation and Conciliation Service during 
President Clinton’s Administration. Both his current and previous 
work have provided him with extensive public and private sector 
experience with the collective bargaining process. 

Dr. James Medoff is a professor of labor and industry at Harvard 
University. He is considered to be one of the foremost experts on 
matters pertaining to labor unions and the role that they play in 
our economy. He has also served as a consultant to the National 
Association of Letter Carriers. 

Dr. Michael Wachter is the William B. Johnson Professor of Law 
and Economics at the University of Pennsylvania. He has con-
ducted extensive research on the topic of postal wage compatibility 
and comparability with the private sector. He has also served as 
a consultant for the Postal Service. 

Gentlemen, we are very pleased to have you here today. You do 
represent a great deal of expertise that the Committee is going to 
need the help of people like you, your help as we seek to tackle 
these very difficult issues. 

Mr. Wells, we will begin with you. 

TESTIMONY OF JOHN CALHOUN WELLS,1 PRIVATE CONSULT-
ANT, FORMER DIRECTOR OF FEDERAL MEDIATION AND 
CONCILIATION SERVICE 

Mr. WELLS. Thank you, Madam Chairman. My name is John 
Calhoun Wells and I am proud for the gracious invitation to appear 
before you and this Committee today. 
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If I may be permitted a personal note, I was looking forward to 
testifying at the Dirksen Building because as a young pup right out 
of graduate school I went to work for a former colleague of yours, 
former U.S. Senator Wendell Ford, in 1975 to 1978 and served in 
the Dirksen Building. Then when we came here I was disappointed 
except I looked and realized that this is a room in which I had tes-
tified before Chairman Jack Brooks several years ago. And I moved 
from Kentucky to Beaumont, Texas where I found my bride and be-
came a good friend of Chairman Brooks and shot ducks with him. 
So I feel reassured looking here to testify before this August body 
with this picture of Jack in front of me. 

I am going to summarize the opening part of my remarks for you 
and then focus more principally on the latter part which deals with 
the issues you have before you. I did in fact serve from 1993 to 
1998 as President Bill Clinton’s Director of the Federal Mediation 
and Conciliation Service. I really came to that job with a lifetime 
of experience in collective bargaining and labor relations. Every 
member of my family has been a member of a labor union, includ-
ing myself. I was Kentucky’s first for secretary of labor. 

As FMCS director I handled an unusual number of difficult situ-
ations and strikes, the most infamous of which was the UPS strike 
with the Teamsters. I see Senator Durbin there and I am reminded 
of the Caterpillar strike that I personally handled for 4 years, 3 
months, and about 7 or 8 days. I would have left earlier. Your dear 
colleague and my friend, the late Senator Paul Simon, was extraor-
dinary helpful, always behind the scenes. Never wanted any pub-
licity. And without him that strike may have still been going on. 

So I have had the experience of very difficult and unpleasant 
labor situations. As a native of eastern Kentucky, we had a good 
number of them in the coal fields as well. 

But I have also served to help build labor-management partner-
ships between organizations like GTE and the CWA and IBEW 
unions, and also Kaiser Permanente and AFL–CIO. I guess I want 
to suggest I have been active in both the public and the private sec-
tors during my career. I have worked with all the major unions, 
AFL–CIO and many of our Nation’s major employers. 

Now let me focus a bit more on my experience with the Postal 
Service. Since 1993 I have both observed and participated in postal 
labor relations. As director of the Federal Mediation Service my 
staff made me aware of a study by the General Accounting Office 
which was exceedingly critical of the state of labor relations in the 
Postal Service. Shortly thereafter Congressman John McHugh per-
sonally asked if I would intervene and try to bring the parties to-
gether, and from that we organized a series of labor-management 
summits that occurred on approximately a quarterly basis once we 
got them going, and it included the Postmaster General, his direct 
reports, and also the top union officers as well. I chaired a series 
of these summits for 4 or 5 years and continued when I left the 
government in 1998, and I was asked by the parties to continue to 
facilitate those sessions. 

Now a second way in which I have been involved in postal labor 
relations, I served as the mediator and the interest arbitrator for 
the impasse that resulted from the unsuccessful collective bar-
gaining negotiations between the National Rural Letter Carriers 
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and the Postal Service. Those proceedings resulted in a unanimous 
award being issued February 2, 2002. As a result, I would say, of 
this participation in these matters I have been involved in postal 
labor relations for the past decade, both from trying to facilitate 
and improve what was often a contentious relationship at that 
time, much improved today I would note, but also then serving as 
a neutral in a labor negotiations impasse. 

I therefore appreciate the chance to address this Committee and 
share some insights I have developed as a result of these 10-odd 
years of experience and how this in fact relates to the recommenda-
tions, or some of the recommendations at least, of the President’s 
Commission on Postal Reform that I understand this Committee is 
considering. 

I want to focus on my experience as a mediator and interest neu-
tral in the collective bargaining impasse between the Postal Service 
of the National Rural Letter Carriers because I think this experi-
ence gives me particular insight to share with you concerning these 
recommendations from the President’s Commission. I am referring 
specifically to those recommendations called collective bargaining 
process improvements. 

With regard to the collective bargaining and interest arbitration 
process, it is my personal opinion and professional judgment that 
the current process suffers from three basic problems. Madam 
Chairman, this is the heart of my testimony. It is too formal, it is 
too adversarial, and it takes too long. In my judgment changes to 
the process are needed to address these counterproductive charac-
teristics. 

First, the current process is too formal because it relies so heav-
ily upon litigation with all of the formality of judicial proceedings—
witnesses, numerous witnesses, hundreds of exhibits, thousands of 
pages of testimony before a court reporter, rebuttal, surrebuttal, 
and so forth and so on. Such formalistic procedures by their very 
nature tend to skew the practical in favor of the technical and often 
lead to time and resources being devoted to issues of forms instead 
of substance, and to matters of what I would consider too often 
marginal relevance rather than those of fundamental significance. 
Litigation processes are no substitute for practical, real-world deci-
sionmaking. 

Second, the current process is too adversarial because the arbi-
trator in this judicial capacity does not get the opportunity to meet 
with the parties informally and to really mediate the issues which 
are at the heart of the dispute. Instead of engaging in mediation 
where the neutral can really engage and encourage the parties to 
focus on the core issues at dispute, these overly adversarial pro-
ceedings are characterized by each party responding tit for tat and 
full litigation regalia in force, regardless of the merit or the signifi-
cance at issue. The us versus them mentality is difficult to contain 
in a hearing room and too often spills over to impact the entire re-
lationship. In fact I believe if you will speak with the leadership 
of the unions and the Postal Service they will tell you that after 
a difficult, tough interest arbitration that the relationship too often 
is damaged and harmed and it takes a good bit of time to get it 
back on track again. 
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Third, the protracted length of these specifics is well-documented 
and exacerbates the remaining underlying problems. As noted in 
the commission’s report, the last three impasse proceedings took 
between 13 months and 17 months to finish. In fact the interest 
arbitration at which I was a neutral chairman, it took 141⁄2 months 
from the contract expiration date to the issuance of an award. This 
is certainly not a definition of efficiency and it is a problem. The 
current process seems to encourage the parties to negotiate for 90 
days in good faith, attempting to reach a conclusion to the collec-
tive bargaining negotiation, and then upon the failure to do so they 
start from square one in the dispute resolution process. 

In reviewing the section of the Commission’s report on proposed 
changes to the collective bargaining I was impressed with their ex-
press goal to have a process where each step builds on the progress 
already made and emphasizes mediation and problem solving. In 
other words, even when negotiations have not successfully reached 
a complete agreement, the impasse procedures should be designed 
to build on the progress made to date and to discourage the parties 
from trying to revert to hard-line positions previously abandoned. 

Interest arbitration, if it must have happened, need not have 
gone far from scratch with the parties posturing on issues and ad-
vancing positions that previously were the subject of compromise. 
I believe that the primary recommendations of the Commission in 
this respect represent a considerable improvement over the current 
process. 

The primary recommendations of the Commission that I would 
like to address are the inclusion of a mediation stage, essentially 
a lieu of fact-finding and the use of the mediator as the interest 
arbitrator neutral in the med-arb format. I speak to these issues 
with personal experience. I served as both the mediator and then 
the interest arbitration neutral chairman in my role with the Post-
al Service and the rural carriers. As such I think that I have some 
experience and insight to share with you. I might note that my un-
derstanding is that I was only the second person in the history of 
collective bargaining in the Postal Service who had served both as 
a mediator and the interest arbitrator, the one immediately pre-
ceding me back in the late 1970’s. 

In my judgment, there was great value to the mediation that pre-
ceded the interest arbitration with the Postal Service and rural 
carriers union because the parties engaged in very frank, very seri-
ous discussions during the mediation with me. As a result, while 
the mediation did not resolve the dispute, it did resolve some of the 
issues of the dispute and it focused the parties on the principal 
points of contention. In fact there were signed agreements on sev-
eral issues which enabled those matters to avoid the arbitration en-
tirely. Further, the mediation had the effect of introducing realistic 
expectations to both sides. 

Also, the mediation better prepared me to serve as the interest 
arbitrator. I was more familiar with the parties, with the individ-
uals, more knowledgeable of their issues and had a better under-
standing of what was most important to each. I think it would be 
an error to start all over again by bringing in a new neutral for 
interest arbitration. 
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1 The prepared statement of Mr. Medoff appears in the Appendix on page 148. 

My service in both roles allowed for a continuity that permitted 
each step in the process to build upon the previous one rather than 
to start anew. I note that even though there were significant 
changes in the contract affecting both parties as a result of that ar-
bitration which I chaired, the interest arbitration award was a 
unanimous decision among all three arbitrators, myself as the neu-
tral chairman, the Postal Service partisan arbitrator and the rural 
letter carriers’ partisan arbitrator. We worked very hard to achieve 
that unanimous decision and are very proud of it. 

I would suggest that based on my considerable labor relations 
background, and more importantly the 10 years that I have spent 
in postal labor relations, med-arb would be a valuable tool for re-
solving collective bargaining disputes in the Postal Service. 

I would like to conclude, Madam Chairman, by this personal ob-
servation. I think that you and your colleagues have an unusual 
opportunity to strengthen and to improve an institution, the Postal 
Service, that is a national treasure. I know you come from a rural 
area. I was raised five miles down a gravel road in the mountains 
of eastern Kentucky in the late Carl Perkins’ district, so I under-
stand the value of the Postal Service for rural people. I hope that 
you and your colleagues can fashion a bipartisan—very important, 
a bipartisan reform that makes sense, that helps the Postal Serv-
ice, its employees, its union, its management to survive and to 
prosper. And most importantly, to help this institution continue to 
serve the best interest of our Nation and our people. 

I think you are taking on an awesome task and it is really in line 
with your national reputation of fashioning bipartisan solutions to 
vexing problems, that you are willing to do this, and I commend 
you for it, ma’am. 

Chairman COLLINS. Thank you very much. Thank you for your 
excellent testimony. As I heard you talk about all your experience 
I thought that you may be the key person for us to bring in as we 
try to reach agreement on this legislation upon which there are 
going to be so many disparate views. 

Mr. WELLS. You are most gracious. 
Chairman COLLINS. Thank you. Professor Medoff, welcome. 

TESTIMONY OF JAMES L. MEDOFF, PH.D.,1 MEYER KESTN-
BAUM PROFESSOR OF LABOR AND INDUSTRY, FACULTY OF 
SCIENCE AND ARTS, HARVARD UNIVERSITY 

Mr. MEDOFF. Thank you very much. It was a pleasure to hear 
from someone who is really a neutral, given that myself in rep-
resenting NALC for the past 5 years and Michael Wachter in rep-
resenting the Postal Service for, I think it was the past 25. So we 
have both had parties and he is the neutral, who I think is very 
good for you to have brought here. 

Now if I remember what the questions were for me to address, 
one was the Presidential Commission’s recommendations, and the 
second was the issue of postal pay comparability. Now I have four 
main points to say about both of these. 

First, I am pleased that the Commission recognized the value of 
collective bargaining and recommended its retention. Personally, I 
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am a very strong supporter of collective bargaining and, for what-
ever it is worth, I would also recommend its retention. 

Second, urge the Committee to be very cautious about making 
radical changes in the existing collective bargaining process unless 
both labor and management support them. So consistent with the 
remarks that came before me, you really do not want to change 
anything too dramatically in this area unless both labor and man-
agement agree to those changes, because it is not going to work if 
they do not. 

My third point, which to my left here will be criticized I am sure, 
but I do not believe that there is a postal pay premium. I should 
say that it is also the case that Mr. Fleischli does not seem to real-
ly believe there is a premium either. So I am going to argue later 
on that if you measure the wage differential between postal pay 
workers, in particular letter carriers, and comparable workers in 
the private sector, which I think the law says is what we should 
be doing, you are going to find out that the letter carriers are paid, 
if anything they are underpaid. So there is not a premium. There 
is an underpayment. 

I tried to tell you who I was working for in the very beginning. 
I think now you know for sure, but the data do support that posi-
tion. 

Then fourth, we want to keep regulators out of the collective bar-
gaining process. Pay comparability is best left to the parties, be-
cause the parties will work out really what jobs are comparable. 
That is not something that really anyone can just dictate from up 
here, what is comparable. You have seen, women have seen the 
whole problem with the issue of comparable work. Who is going to 
dictate what jobs are exactly comparable? It is very difficult. So I 
think people like me would say, why don’t you just enforce the hell 
out of Title VII of the Civil Rights Act, then the whole issue of com-
parable pay will not be an issue? 

So I am saying, coming up with comparable jobs, comparable fe-
male versus comparable male jobs, for example, it is a very difficult 
thing to do. So people who write laws, in fact the people who 
passed the civil rights law passed this thing called Title VII be-
cause it would be much easier to say that no woman should be de-
nied a job because she is a woman. No woman should be paid less 
than a man because she is a woman. 

Any questions on that at this point? 
Chairman COLLINS. We will hear all of the testimony, then I will 

do some questions. Thanks. 
Mr. MEDOFF. Collective bargaining. To have unions and collective 

bargaining are good for society in my opinion. Unions provide voice. 
It is also my opinion they provide voice in two ways. One, they pro-
vide this thing called a grievance procedure, which on a day-to-day 
basis lots of workers complain about being mistreated in the work-
place. So that is a form of voice. And every 3 years or so they have 
this collective bargaining process which is another way that voice 
will be provided. 

Now my feeling is that voice is very good. Now the main thing 
that voice does is it reduces the amount of attrition, the amount 
of quitting, the amount of leaving your job. If you do not like your 
job, you do not have to tell your boss, what is the expression, to 
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shove it. You just can stay on the job and you can file a grievance, 
you can go to collective bargaining, and everything you have to say 
about the job will be said without your having to leave it. So ulti-
mately, having a union structure in place reduces the amount of 
attrition, the amount of quitting of jobs by a whole lot. 

And the main reason why I argue that unions increase produc-
tivity is that attrition is very expensive in terms of productivity. So 
we estimated a direct route between quits and attrition and pro-
ductivity. We see by lowering the amount of attrition, unions in-
crease the amount of productivity. Some of you will say, what, is 
he crazy? Has he not heard of feather-bedding? I go, yeah, I have 
heard of feather-bedding. 

But I imagine there are few people in this room who have been 
to places where they have orchestras recently. Now let me ask you, 
how often has anybody seen a standby orchestra? Or how many of 
you have been recently on diesel trains where you have a fireman? 
So I think the whole thing of feather-bedding is really way over-
blown as an important issue. 

So ultimately that is an issue that has to be studied. There are 
a lot of things that unions do, some of which have been just talked 
about, that ultimately increase productivity. One is by reducing at-
trition. One is by providing voice to management where they cause 
productivity to be higher, not lower. 

Now let me turn here to the next page. I have down here, be 
careful about having a rigid timetable, because in the same way it 
does not work, and people who are involved in collective bargaining 
know that it does not work to come up with some solution which 
forces everybody to wear a size seven shoe. I have a certain sense 
in reading these recommendations, in terms of the last best offers 
and things like that, that really we are forcing all of the people, 
all of the parties involved into wearing size seven shoes, and that 
does not work. I think people have to state really what would be 
a comfortable shoe size for them to wear. 

Let me just move on. Now the last thing I said that I would talk 
about was pay comparability. When we talk about pay com-
parability, in labor economics there is a big issue of what are you 
talking about, jobs or people? Because when you talk about com-
parability you could be talking about either comparable jobs or 
comparable workers. 

I think I am talking about both. To me, what I think the law 
says and what a comparable job is for our discussion is really the 
type of job that is similar. If you went to a company they would 
say, this is a similar job and in most cases they would be looking 
at another company that had this job and they would come up with 
a list of jobs that were ‘‘comparable.’’ Now they would not do any-
thing like what my friend Dr. Wachter does here like run a regres-
sion where he defines comparable jobs in terms of jobs which have 
people who have the same human capital, who have the same expe-
rience and education and therefore are comparable. Now that just 
would not be done in business. So I cannot believe that we should 
be asked here to adopt a definition of comparability which is not 
one that would be adopted anywhere else in our society. 

Am I within my 10 minutes? 

VerDate 0ct 09 2002 10:17 May 18, 2004 Jkt 092687 PO 00000 Frm 00038 Fmt 6633 Sfmt 6633 C:\DOCS\92687.TXT SAFFAIRS PsN: PHOGAN



35

1 The prepared statement of Mr. Wachter appears in the Appendix on page 157. 

Chairman COLLINS. You are a little over your 10 minutes but we 
very much appreciate it. 

Mr. MEDOFF. I apologize for that. 
Chairman COLLINS. No, that was absolutely fine and thank you. 
Dr. Wachter. 

TESTIMONY OF MICHAEL L. WACHTER, PH.D.,1 CO-DIRECTOR, 
INSTITUTE OF LAW AND ECONOMICS, AND THE WILLIAM B. 
JOHNSON PROFESSOR OF LAW AND ECONOMICS, UNIVER-
SITY OF PENNSYLVANIA LAW SCHOOL 

Mr. WACHTER. Thank you, Madam Chairman, and Members of 
the Committee. My name is Michael Wachter and I am currently 
employed by the University of Pennsylvania as the William B. 
Johnson Professor of Law and Economics. I served as the univer-
sity’s deputy provost from 1995 through 1997 and was the univer-
sity’s interim provost in the year 1998. I have been employed at the 
University of Pennsylvania since 1969. 

I have published extensively in the areas of labor economics, 
labor law, corporate law and finance. Virtually all the work that I 
have done for the Postal Service over the years has been published 
in academic journals and books. My consulting work and testimony 
on behalf of the Postal Service has focused on the issues of postal 
wages and benefits and how they compare to private sector wages 
and benefits. 

I first consulted for the Postal Service in 1981. At that time it 
was not tied to an interest arbitration but simply assisting them 
in wage-setting and their own approach to wage-setting and collec-
tive bargaining. Since that time I have testified in numerous inter-
est arbitration proceedings. My most recent testimony was before 
the Goldberg interest arbitration panel in 2001 to resolve the dis-
pute between the Postal Service and the APWU. On April 29, 2003 
I also appeared before the President’s Commission on the U.S. 
Postal Service. 

The starting point for my analysis of postal wages and benefits 
is and always has been the Postal Reorganization Act, which states 
that the U.S. Postal Service shall ‘‘maintain compensation and ben-
efits for all officers and employees on a standard of comparability 
to the compensation and benefits paid for comparable levels of 
work in the private sector of the economy.’’ The Postal Service is 
unusual compared to many regulated firms since it is so highly 
labor-intensive. Currently, nearly 80 percent of its costs are for 
compensation, which makes labor cost issues critical to the finan-
cial health of the Postal Service. 

The President’s Commission has recommended that the Postal 
Service’s pension and post-retirement health care plans should be 
subject to collective bargaining. Based on my research on postal 
labor issues dating back 25 years, I believe the Commission’s rec-
ommendation on this count is both appropriate and necessary. My 
conclusion is based on four fundamental points. 

First, my work on postal comparability shows that there is a siz-
able postal compensation premium with respect to the private sec-
tor. This violates the basic tenets of the Postal Reorganization Act 
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1 The report entitled ‘‘Wage and Benefit Comparability of U.S. Postal Service Clerks to the 
Private Sector,’’ by Michael L. Wachter, Barry T. Hirsch and James W. Gillula, October 2001, 
is retained in the files of the Committee. 

and renders the Postal Service vulnerable to competitive product 
market pressures. 

Second, the finding of a postal compensation premium has been 
supported by postal arbitrators who have addressed the issue since 
1984. As a consequence of their findings, the Postal Service and its 
unions have operated in an environment of moderate restraint with 
respect to wages since 1984. 

Third, while there has been some significant moderate restraint 
in postal wage growth, there has been no such moderation with re-
spect to the growth in postal benefits. 

Finally, in today’s increasingly competitive environment, the 
Postal Service needs both compensation restraint and flexibility to 
meet its mandate of providing universal mail service. Let me add 
that even if there were not a premium, the need for flexibility 
would stand simply because of the competitive environment in 
which the Postal Service operates. 

Indeed, the Postal Service finds itself today operating in increas-
ingly competitive product markets across the board. There has 
been a fundamental shift in postal volume growth that reflects not 
only economic trends but also technological innovations such as the 
Internet. Technology poses a threat of a significant diversion of 
mail from the Postal Service. Total postal volume peaked in 2000 
at nearly 2,008 billion pieces. Since that time total mail volume de-
clined in each of the past 3 years while the economy has been 
growing, sometimes moderately, more recently quite strongly. 

Particularly troubling to the Postal Service is the trend in First-
Class Mail since this helps pay for the expanding delivery network. 
In the first 30 years following postal reorganization First-Class 
Mail grew rapidly and appeared to be immune from competition 
and pricing. This is no longer the case. First-class mail has now de-
clined for 2 years. Moreover, except for standard mail most Postal 
Service classes of mail will experience negligible volume growth or 
even volume declines in the coming years. 

The competitive pressures put enormous pressure on the Postal 
Service to bring its wages and benefits into conformity with private 
sector comparability. 

As I mentioned, I have testified in many postal interest arbitra-
tions, most recently before the Goldberg arbitration panel involving 
the Postal Service and the APWU. I also have published numerous 
academic articles on this topic with my colleagues Dr. Jim Gillula, 
who is behind me here today, and Barry Hirsch. We have con-
cluded that a substantial wage and benefits premium exists. I have 
also provided for the record a copy of my report to the APWU inter-
est arbitration panel.1 In this report we found a wage premium of 
21 percent and a total compensation premium of 34 percent. 

My compensation premium findings have been corroborated by 
internal Postal Service data that reveal that new postal hires are 
paid much more than they are paid in the private sector, that at 
any one time there are literally hundreds of thousands of individ-
uals seeking to become postal employees and that very few existing 
postal employees voluntarily leave their jobs. 

VerDate 0ct 09 2002 10:17 May 18, 2004 Jkt 092687 PO 00000 Frm 00040 Fmt 6633 Sfmt 6633 C:\DOCS\92687.TXT SAFFAIRS PsN: PHOGAN



37

Since 1984, postal arbitration panels have consistently, and I say 
consistently without exception, found the existence of a premium 
when they have addressed that issue, and the need for moderate 
restraint as a way of decreasing the premium. I have provided a 
listing of quotations on this point in my written testimony begin-
ning with Clark Kerr’s conclusion in 1984 that discrepancies in 
comparability existed and that an extended period of moderate re-
straint would be needed to close the gap. 

In the most recent arbitration, the 2001 postal APWU arbitra-
tion, Arbitrator Steven Goldberg stated, ‘‘in concluding that there 
exists a Postal Service wage premium, I join a long list of arbitra-
tors in prior USPS interest arbitrations who have reached the 
same conclusion.’’

As a way of tracking the principle of moderate restraint insti-
tuted by Arbitrator Kerr, my colleagues and I have tracked the 
growth rates for postal wages and compensation compared to pri-
vate sector growth rates. The results of these tracking analyses are 
particularly relevant considering the Commission’s recommenda-
tion that retirement and retiree health benefits should be subject 
to collective bargaining. 

During the 20 years from 1984 through the end of 2003 postal 
wages operating in an environment of moderate restraint, have 
grown at an average annual rate of 3 percent. This compares to the 
private sector annual growth rate of 3.5 percent. Thus, there has 
been a modest but notable annual closing of the wage gap by one-
half percent per year over a prolonged period of time. 

Unfortunately, although there has been moderation of postal 
wage growth, there has been no such moderation on the benefit 
side. As a consequence, over these past 20 years postal compensa-
tion cost growth has actually slightly exceeded private sector com-
pensation growth. The effects of moderate restraint on the wage 
side introduced by Arbitrator Kerr and agreed to by a whole list 
of postal arbitrators has been entirely erased by the growth in post-
al benefit costs. 

Some postal benefits are subject to collective bargaining. How-
ever, over $7 billion of retirement and retiree health benefits ex-
penses are outside the collective bargaining process. The Presi-
dent’s Commission would allow the parties to negotiate over these 
benefits which have proved critical to the problems of bringing the 
postal premium under control. 

In summary, in operating in increasingly competitive markets 
the Postal Service must ensure that its wages and benefits meet 
the comparability mandate as provided for under the Postal Reor-
ganization Act. This requires that the Postal Service and its unions 
be able to address all labor cost components, including benefits, in 
future negotiations. 

My experience in observing moderate postal wage growth during 
the past 20 years shows me that the collective bargaining process 
can make progress in allowing the Postal Service to conform to the 
comparability standard. Consequently, I support the Commission’s 
recommendation that retirement and health benefits for retirees 
should be part of the collective bargaining process. In principle, all 
postal benefits should be part of the collective bargaining process 
and open to resolution through interest arbitration if necessary. 
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This concludes my testimony. Thank you for providing me with 
the opportunity to testify before the Committee. 

Chairman COLLINS. Thank you very much, Professor, for your ex-
cellent testimony as well. I want to apologize to the experts on this 
panel. I have just been notified that Senator Carper and I have a 
vote underway on the Senate floor. It is a long ways from where 
we are to the Senate floor and the vote is underway, so I am going 
to just ask one very quick question of Mr. Wells rather than getting 
into a lot of the pay comparability issues. But what I would like 
to do is to submit some questions to all three of you for the record 
and continue this dialogue over the next few months. But I very 
much appreciate all of you being here today. 

Mr. Wells, the postal unions have generally opposed pay-for-per-
formance systems for employees that are under collective bar-
gaining. I wonder, given your very broad experience whether you 
have any examples of large companies that have successfully im-
plemented pay-for-performance systems with a unionized work-
force. 

Mr. WELLS. It is not easy to do, Madam Chairman, but yes in 
fact there are a number of models out there. There is a gentleman 
by the name of Joe Scanlon who was a steelworker and then went 
on to become a professor at MIT and he, working with the steel-
workers, instituted a number of pay-for-performance processes in 
the steel industry in the 1940’s and 1950’s. Kaiser Steel, likewise 
in the 1960s instituted something called the Kaiser long-term shar-
ing plan in which productivity improvements were translated into 
pay-for-performance. That was done with the steelworkers. 

More recently, I mentioned Kaiser Permanente and the AFL–
CIO unions. There are seven or eight unions and like 60,000 em-
ployees involved that I was involved in helping shape a partner-
ship. This Kaiser is the huge HMO. They have a performance shar-
ing plan and their collective bargaining agreement is part of their 
partnership. And the Saturn plant of GM, also which has UAW 
represented, I know they spent at least 10 years with pay-for-per-
formance. I do not know about the current contract. 

So there are a number of models out there. Professor Tom Coken 
at MIT, a very distinguished industrial relations professor, has 
done a paper recently on this and that may be something that the 
staff may want to take a look at. 

Chairman COLLINS. Thank you. 
Mr. WELLS. Could I say one thing though, Madam Chairman? 
Chairman COLLINS. Yes. 
Mr. WELLS. I was supportive of a number of these recommenda-

tions, and I am. I do not support all of them. I want to make sure 
that I am on the record though, I have real questions about the no-
tion of having a three-member panel of neutrals. Having partisan 
arbitrators helps sharpen the debate, it educates the neutral chair-
man about what is important about the issues. They keep you from 
making a serious mistake, and I think the current system really is 
one that ought to be looked at very hard before you replace it in 
terms of the composition of the arbitration panel. 

Chairman COLLINS. You just answered one of the unasked ques-
tions that I had been planning to ask, so I am very glad that you 
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1 Letter from Mr. Medoff, dated February 17, 2004, with a response to the question from Sen-
ator Carper above appears in the Appendix on page 00. 

did. It does seem like the current system encourages more buy-in 
for the ultimate decision. 

Senator Carper, if you could very quickly ask a question so we 
do not miss our vote. 

Senator CARPER. You bet. Again, thank you for your really excel-
lent testimony, most helpful testimony. Dr. Wachter was sug-
gesting that, just as the Postal Service and the union management 
bargain for wages, they ought to also bargain for benefits. 

Let me just ask the other witnesses, if you will, to address that 
assertion and tell me to what extent you agree or disagree, and 
maybe if you do not agree, why. 

Mr. WELLS. In terms of bargaining for benefits? 
Senator CARPER. Yes. 
Mr. WELLS. I do an awful lot of work in the private sector. That 

is really my background, and everything is on the table in the pri-
vate sector including benefits. On the other hand, I think the an-
swer to that question, Senator Carper, is what kind of a Postal 
Service do you want? Do you want it to be a Postal Service that 
can compete with FedEx and UPS and really be a private sector 
model? Or do you want a Postal Service that is going to provide 
universal service, that is going to be more closely akin to a Federal 
agency? 

If you want it to be a Postal Service that is like a UPS or a 
FedEx or the private sector, then you need to put things on the 
table that are not there. On the other hand, if you are committed 
to universal service and a Postal Service such as we have grown 
use to, then I think you need to protect it. 

So the answer is, what kind of a Postal Service? Once you decide 
what your vision of the future of the Postal Service is, then you can 
decide about what you put on the table and what you do not put 
on the table. 

Senator CARPER. Thanks. 
Dr. Medoff, your comments in response to Dr. Wachter’s sugges-

tion that not only wages but also benefits be collectively bargained? 
Mr. MEDOFF. That makes sense to me. I think it should be total 

compensation that is collectively bargained over, not just wages but 
wages plus fringe benefits. So I think it is the whole compensation 
package that should be bargained for by labor and management.1 

Senator CARPER. Good. Thank you. Was that short enough? 
Chairman COLLINS. That was very good. Thank you. 
Senator CARPER. Better than usual. 
Chairman COLLINS. Again, my apologies to our expert witnesses. 

We very much appreciate your testimony as we tackle these very 
difficult issues. 

The hearing record will remain open for 14 days for additional 
materials. This hearing is now adjourned. I thank all of our wit-
nesses today. Thank you. 

[Whereupon, at 4:18 p.m., the Committee was adjourned.] 
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PRESERVING A STRONG UNITED STATES 
POSTAL SERVICE: WORKFORCE ISSUES 

TUESDAY, FEBRUARY 24, 2004

U.S. SENATE, 
COMMITTEE ON GOVERNMENTAL AFFAIRS, 

Washington, DC. 
The Committee met, pursuant to notice, at 10 a.m., in room SD–

342, Dirksen Senate Office Building, Hon. Susan M. Collins, Chair-
man of the Committee, presiding. 

Present: Senators Collins, Stevens, Akaka, and Carper. 

OPENING STATEMENT OF CHAIRMAN COLLINS 

Chairman COLLINS. The Committee will come to order. 
Good morning. Today marks the fourth in a series of hearings 

the Committee on Governmental Affairs is holding to review the re-
forms recommended by the Presidential Commission on the Postal 
Service. 

Under the effective leadership of Co-Chairmen Harry Pierce and 
James Johnson the Commission put together a comprehensive re-
port on an extremely complex issue identifying the operational, 
structural, and financial challenges facing the U.S. Postal Service. 
The Commission’s recommendations are designed to help this 225-
year-old service remain viable over the long-term. 

So much depends upon the Postal Service’s continued viability. 
The Postal Service itself has more than 735,000 career employees. 
Less well known is the fact that it is also the linchpin of a $900 
billion mailing industry that employs 9 million Americans in fields 
as diverse as direct mailing, printing, catalog production, and 
paper manufacturing. The health of the Postal Service is essential 
to thousands of companies and the millions that they employ. 

One of the greatest challenges for the Postal Service is the de-
crease in mail volume as business communications, bills and pay-
ments move more and more to the Internet. The Postal Service has 
faced declining volume of First-Class Mail for the past 4 years. 
This is highly significant given the fact that First-Class Mail ac-
counts for 48 percent of total mail volume and the revenue it gen-
erates pays for more than two-thirds of the Postal Service’s institu-
tional costs. 

At our first hearing last September the Committee heard from 
the Commission Co-Chairman Jim Johnson. His testimony pro-
vided us with the rationale behind the Commission’s recommenda-
tions. Commissioner Johnson also made the very important point 
that the Postal Service’s short-term fiscal health is illusory and 
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that Congress must not ignore the fundamental reality that the 
Postal Service is an institution in serious jeopardy. 

This Committee is very familiar with the Postal Service’s short 
and long-term financial health having reported out the pension bill 
last year that forestalled the financial crisis that awaits the service 
if we do not act and enact further reforms. 

The Presidential Postal Commission presented its assessment of 
this fiscal crisis in frank terms concluding, ‘‘that an incremental 
approach to Postal Service reform will yield too little too late given 
the enterprise’s bleak fiscal outlook, the depth of the current debt 
in unfunded obligations, the downward trend of First-Class Mail 
volumes, and the limited potential of its legacy postal network that 
was built for a bygone era.’’ That is a very strong statement and 
an assessment that challenges both the Postal Service and Con-
gress to embrace far-reaching, comprehensive reform. 

At the Committee’s second hearing last Fall we heard from the 
Postmaster General Jack Potter and the Comptroller General 
David Walker. The Postmaster General described the trans-
formation efforts already underway at the Postal Service, many of 
which are consistent with the Commission’s recommendations. In 
his testimony Mr. Walker of the General Accounting Office shared 
the Commission’s concerns about the Postal Service’s $92 billion in 
unfunded liabilities and other obligations. The Comptroller General 
pointed to the need for fundamental reforms to minimize the risk 
of a significant taxpayer bailout or dramatic postal rate increases. 
I would note that since April 2001 the Postal Service has been in-
cluded on the GAO’s high-risk list. 

Most recently the Committee heard from representatives of the 
postmaster and supervisor associations along with the former direc-
tor of the Federal Mediation and Conciliation Service plus two ex-
perts on the issue of postal pay comparability. The issues of pay-
for-performance and potential changes to the bargaining process 
were discussed at length. 

Today we will again focus on the various recommendations af-
fecting the Postal Service’s workforce comprised of more than 
700,000 dedicated letter carriers, clerks, mail handlers, post-
masters and others. The Committee will have the opportunity to 
more fully explore the workforce-related recommendations of the 
Commission which include some of its more controversial proposals. 
Among them are recommendations to reform the collective bar-
gaining process, to give management and employee unions the au-
thority to negotiate not only wages but also all benefits, to estab-
lish a performance-based pay system for all employees, and to au-
thorize a new postal regulatory board to develop a mechanism for 
ensuring that the total compensation for postal employees is com-
parable to the private sector. 

The Postal Service faces the difficult task of trying to right-size 
the workforce to meet the decline in mail volume, technological 
competition, and other operational challenges. With some 47 per-
cent of the current workforce eligible for retirement by the year 
2010 right-sizing does not, however, have to mean widespread lay-
offs. Indeed, it should not. With careful management much can be 
done to minimize any negative impact on employees and to create 
a more positive working environment. 
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As a Senator representing a large rural State whose citizens de-
pend on the Postal Service I appreciate the Presidential Commis-
sion’s strong endorsement of the basic features of universal service: 
Affordable rates, frequent delivery, and convenient community ac-
cess to retail postal services. It is important to me that my con-
stituents living on or near our northern or western borders, or on 
our islands, or in our many small rural communities have the same 
access to postal services as the people of our cities. If the Postal 
Service were no longer to provide universal service and deliver mail 
to every customer, the affordable communication link upon which 
many Americans rely would be jeopardized. Most commercial enter-
prises would find it uneconomical, if not impossible, to deliver mail 
and packages to rural Americans at the rates that the Postal Serv-
ice charges. 

The preservation of universal service is critical to reforming the 
Postal Service. That and many other issues must be examined in 
depth if we are to save and strengthen this vital service upon 
which so many Americans rely for communication and for their 
jobs. The Postal Service has reached a critical juncture. It is time 
for a thorough evaluation of its operations and requirements. It is 
also time for legislative reforms. 

Senator Carper and I have committed to working together with 
Senators Stevens, Akaka, Lieberman, Fitzgerald, and many other 
Members of this Committee who care deeply about the future of the 
Postal Service. We want to draft a bipartisan postal reform bill. 

Now given the history of previous attempts at legislative reforms 
I know that this will not be an easy task, but it is essential this 
year that we seize the opportunity provided by the Commission’s 
excellent work. Successful reform will hinge on the cooperation and 
the support of the Postal Service’s workforce. But reform is nec-
essary if we are going to preserve and strengthen the Postal Serv-
ice. 

I welcome our witnesses today and look forward to hearing their 
insights and views on the recommendations of the Presidential 
Commission on the Postal Service. 

Now I would like to recognize Senator Akaka, who had perfect 
timing this morning. He did not have to hear my speech but he 
does get to present his. 

OPENING STATEMENT OF SENATOR AKAKA 

Senator AKAKA. Thank you very much, Madam Chairman. I 
thank you for your leadership here and I want you to know that 
your opening remarks affirm my feelings too. It is important that 
we deal with this. 

I am pleased to join you this morning as we continue our review 
of the recommendations made by the Commission on the U.S. Post-
al Service, and to reaffirm I am here to join you in our commitment 
to all who rely on the U.S. Mail. 

I look forward to hearing from today’s witnesses who are unique-
ly qualified to discuss the Commission’s workforce recommenda-
tions. We are indeed fortunate to have as our first panelist Dan 
Blair, the Deputy Director of the Office of Personnel Management 
who for many years served as a senior congressional counsel on 
postal and civil service matters. I also look forward to hearing from 
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our second panel, the elected presidents of the four largest postal 
unions. Together you represent nearly a half-million postal employ-
ees and your input is central to any successful modernization of the 
Postal Service. 

The achievements of the Postal Service in recent years, high-
lighted by ever-increasing record levels of productivity and an im-
proving financial outlook, are shared by postal employees. In fiscal 
year 2003, the Postal Service’s net income reached $3.92 billion, 
approximately $3 billion of that figure can be attributed to our 
Chairman’s CSRS legislation which I was proud to co-sponsor. 

This positive financial turnaround comes at a time when the 
Postal Service is rationalizing its workforce. Since 1999, the work-
force was downsized by 88,000 employees and yet customer satis-
faction and on-time First-Class Mail delivery are at all-time highs. 
In concert with this good news is a stable labor-management cli-
mate that has resulted in a series of voluntarily-negotiated labor 
contracts. 

I attribute this favorable labor environment to the leadership of 
our second panel, to the Postmaster General, and to the flexibility 
built into the existing collective bargaining law governing those 
who provide this essential public service. That is why I am con-
cerned that certain workforce recommendations suggested by the 
Postal Commission could adversely impact today’s sound labor en-
vironment and undermine existing conditions. 

The Commission would implement a pay-for-performance system 
for all employees, impose collective bargaining procedures with 
rigid timelines and no flexibility to waive those timelines, empower 
a new postal regulatory board with determining total compensation 
and defining universal service, and require negotiations over any 
benefits in addition to wages. 

This Committee, more than any other Senate committee, under-
stands the impact that bargaining over benefits could have on the 
stability and financial integrity of the government’s two pension 
plans and its employee health insurance program. As I noted, 
Madam Chairman, at our hearing 2 weeks ago, postal workers 
make up one-third of the Federal workforce and I urge caution 
when considering splitting postal employees from these Federal 
programs without knowing the effect on active and future employ-
ees. 

Moreover, subjecting benefits to collective bargaining could have 
a serious effect on retirees. We should do no harm to retired postal 
workers who have already earned their benefits and planned their 
retirements under the Federal pension and health plans. 
Rationalizing Postal Service requires leadership from the top down 
and I believe that leadership is now in place. 

I look forward to working in a bipartisan manner on a process 
that is transparent and accountable to the postal workforce and, of 
course, the public. I thank our distinguished panelists for being 
with us and I again want to thank Madam Chairman Collins very 
much for her able and good leadership. Thank you very much. 

Chairman COLLINS. Thank you very much, Senator. It has been 
a pleasure to work with you, not only on postal issues but many 
others as well. 
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1 The prepared statement of Mr. Blair appears in the Appendix on page 179. 

I would now like to welcome our first witness who is no stranger 
to this Committee as Senator Akaka points out. He is Dan Blair, 
who is the Deputy Director of the Office of Personnel Management. 
Mr. Blair has extensive experience in the civil service sector having 
served for almost 17 years on the staffs of both this Committee and 
the House Government Reform and Oversight Committee. We are 
very pleased to have you back. I know that the Director of OPM, 
Kay Coles James relies very heavily on you and we appreciate your 
being here today. You may proceed with your statement. 

TESTIMONY OF DAN G. BLAIR,1 DEPUTY DIRECTOR, OFFICE 
OF PERSONNEL MANAGEMENT, ACCOMPANIED BY NANCY 
KICHAK, CHIEF ACTUARY, OFFICE OF PERSONNEL MANAGE-
MENT 

Mr. BLAIR. Thank you, Madam Chairman, Senator Akaka. I ap-
preciate that warm welcome. Thank you for inviting me to testify 
here this morning. I have a longer statement that I would ask that 
you include for the record. 

Chairman COLLINS. Without objection. 
Mr. BLAIR. But I am happy to summarize. 
Nancy Kichak, to my right, is OPM’s chief actuary and she ac-

companies me here today. Should you have any technical questions, 
with your permission, I may ask Ms. Kichak to assist in answering 
your or the Committee Member’s questions. 

Chairman COLLINS. That would be fine. 
Mr. BLAIR. Thank you. 
First, I want to commend you and this Committee for the 

thoughtful, studied way in which you approach the complex issues 
affecting postal reform. A well-managed, fiscally healthy Postal 
Service is essential for our national and economic well-being. You 
said that in both your statements and I am glad that we find that 
common ground because it is extremely important. 

The President’s Commission on Postal Reform made many good 
recommendations on which a postal reform measure could move 
forward. Postmaster General Jack Potter has also done a com-
mendable job by working hard to move his organization forward as 
well. Further, the President has endorsed the need for modernizing 
postal operations and layed out five guiding principles for postal re-
form last year, so there appears to be the critical mass necessary 
to propel legislative reform and anyone interested in the health of 
our economy and our Nation wishes this Committee success as you 
move forward in enacting needed reforms. 

In your invitation to testify you asked for our comments in three 
specific areas, pay-for-performance, negotiability of retirement and 
health benefits, and the proper assessment of pension liabilities. 

First, thanks to this Committee’s efforts we have made progress 
on introducing pay-for-performance systems into the Federal Gov-
ernment. As you know, our pay systems did little to offer managers 
the ability to use their most strategic management tool, pay, in 
ways to incentivize and recognize outstanding performance. Hope-
fully we are taking steps to change this. 
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Your efforts to enact needed pay reforms for the Senior Executive 
Service and authorize creation of the Human Capital Performance 
Fund are most appreciated. We are in the process of implementing 
the new system for the SES and have issued guidance over the 
past few months to the agencies. We are also working to draft reg-
ulations to implement the new system as well. This year’s budget 
also asked Congress to fund the Human Capital Performance Fund 
in the amount of $300 million. So thanks to your good work and 
good efforts of this Committee, Madam Chairman, we are making 
much-needed progress. 

Second, you asked us about the potential impact on the Federal 
systems in making the Postal Service’s pension and post-retirement 
health benefits subject to collective bargaining. We understand this 
is based on the Commission’s recommendations that reflected its ef-
forts to give the Postal Service additional flexibility when it came 
to collective bargaining. You asked us to prepare a detailed report 
on the impact of this recommendation on the retirement and Fed-
eral health benefits programs, and we are currently preparing that 
report. So I am not prepared to go into detail or present conclu-
sions at this point. However, I would bring to the Committee’s at-
tention a few of the issues raised in considering such a proposal. 

First, keep in mind that retirement funding is based upon pre-
dictability and continuity. Hence, bargaining over retirement bene-
fits could be adopted to the extent it does not destabilize retirement 
funding. While our pending report will address in detail our 
thoughts on this, I would note that the postal benefit structure is 
currently fully integrated with the non-Postal Service structure. 

Further, I would bring to the Committee’s attention that there 
has never been a major group severed from either one of the two 
primary Federal retirement systems. 

Regarding the recommendation to make eligibility and retiree 
contributions under the post-retirement component of the Federal 
Employees Health Benefits Program negotiable we would note that 
currently FEHBP benefits are offered to all enrollees regardless of 
work or retirement status. We do not distinguish what benefits are 
offered to active employees, retirees or by specific agency employer. 
Should postal retiree benefits be subject to bargaining we would 
want to ensure that the mechanism employed would not lead to un-
intended consequences, such as increasing adverse selection and 
thereby increasing cost and complicating the administration of the 
FEHBP. 

Also, many of the current carriers in the FEHBP are postal re-
lated, such as the plans offered by the Mail Handlers, the Letter 
Carriers, the Postal Workers Union, the Rural Letter Carriers, and 
the Postmasters. The impact on the FEHBP could be substantial 
should the Postal Service cover its retirees or retirees under a sep-
arate health insurance program and should these plans then drop 
out of the FEHBP. 

I would also point out that experience has shown that when 
agencies have offered their employees alternative health insurance 
plans, such as the FIRREA agencies did in the mid-1980’s and 
1990’s, they sought legislative relief through this Committee to 
bring their retirees back into the FEHBP due to increasing costs. 
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Of great interest to the administration is the Commission’s rec-
ommendation to shift responsibility for military service credit in 
the Civil Service Retirement System from the Postal Service to the 
taxpayers. Last year this Committee did the right thing when it 
promptly considered and moved legislation addressing Postal Serv-
ice overfunding of its pension obligations. That legislation placed 
the Postal Service on sound actuarial footing, including correctly 
assessing the Postal Service with the full cost of covering its CSRS 
employees, including those with military service. The administra-
tion stands firm in opposing any efforts to shift these costs to the 
taxpayer. 

Some have said there is no direct relationship between an em-
ployee’s prior military service and the Postal Service operations. 
We wholeheartedly disagree. Granting credit for military service 
enables the Postal Service to better recruit and retain veterans as 
part of its team. Providing these benefits gives the Postal Service 
an advantage in hiring employees of recognized professionalism, 
level of experience, dedication to service, and commitment to excel-
lence. Such military service does indeed provide a direct benefit to 
the operations of the Postal Service. 

In addition, such a proposal runs counter to the long-standing 
principle which has stood as the cornerstone of the 1970 Postal Re-
organization Act that the Postal Service should cover all the costs 
of its operations. The President set the administration’s policy 
when he established as one of the guiding principles for postal re-
form that the legislation ensure that the Postal Service is self-fund-
ing. 

Last year’s legislation rightly granted the Postal Service needed 
pension funding relief; $78 billion in pension relief to be precise. 
Under this methodology the taxpayers still fund the cost of pro-
viding military service credit for postal employees under CSRS in 
the amount of $21 billion. Shifting further liabilities that essen-
tially fund postal operations to the taxpayer would be wrong and 
the administration is on record as opposing it. 

There is common ground on which this Committee can proceed 
in working towards a postal reform measure. However, there are 
other areas about which the administration has voiced its objec-
tions and I hope that I have provided you with a clear under-
standing of where we stand on these issues. 

This concludes my oral presentation and, Madam Chairman, I 
am happy to answer your or Senator Akaka’s or any Member’s 
questions at this point. Thank you very much. 

Chairman COLLINS. Thank you for your statement. I know that 
OPM in response to a letter that Senator Carper and I sent is still 
evaluating what the impact would be of potentially taking the Post-
al Service out of the Federal retirement system and the Federal 
Employees Health Benefit Plan. But do you or Ms. Kichak have 
any preliminary judgments that you could share with the Com-
mittee on this issue? 

My concern is that we are not talking about a small number of 
people. We are talking about taking a huge number of employees 
and retirees out of the Federal plans. I wonder if you could elabo-
rate on what the impact would be on the stability and the financial 
health of both the retirement and the employee health benefits 
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plan if you were to separate out the Postal Service employees and 
retirees. 

Mr. BLAIR. I think you hit the nail on the head, that you are 
talking about potentially taking a huge portion of both retirement 
and the FEHBP populations out from under these systems. It is an 
extraordinarily complex matter, but there are some aspects of the 
benefits which could be amenable to negotiation. Changing one 
part, however, can have profound effects on the rest and to achieve 
full negotiability, especially in the pension area, and might require 
the Postal Service to sever its association with both the retirement 
plans. We will go into detail in our report but it is an extraor-
dinarily complex subject. The keys to pension funding are predict-
ability and stability. And if you take that away because benefits 
are being negotiated you undercut the foundation of what our plans 
have been built on. 

With regard to the health benefits issue, again, the Postal Serv-
ice has flexibility in that area to negotiate the premium costs. Let 
me correct myself, to negotiate the employer’s share of the pre-
mium cost, and it has done so. At this point in time they pay ap-
proximately 84 percent of the premium costs as opposed to approxi-
mately 72 percent for the rest of the Federal Government. So it 
does pay more than the rest of the Federal Government where it 
has exercised that flexibility. In the life insurance area it currently 
plays 100 percent of the life insurance costs. So again, where it has 
flexibility it has shown that it has actually paid more and not less 
of the total share. 

That said, changing the composition of the enrollment group has 
a direct impact on cost. Cleaving off approximately one-third of the 
enrollees in the FEHBP population would not only reduce the risk 
pool that we have, but would perhaps have unintended con-
sequences such as leading to adverse selection. 

In addition, as I said earlier, five of the plans are postal related, 
and we have had trouble keeping plans in the system recently. One 
of the underpinnings of the FEHBP has been competition among 
plans. We not only want to keep plans in, we want to draw more 
plans to it. So those are concerns that we have raised. 

Now I do want to underscore, however, that there may be aspects 
of this that may be amenable to the collective bargaining process 
and we will point those out in further detail in the report. But 
these are some of the concerns that we have raised and I think 
that it is important for the Committee to understand them. 

Chairman COLLINS. Do the Federal employees unions also nego-
tiate the employee-employer split when it comes to health insur-
ance premiums? 

Mr. BLAIR. No, they do not. That is set by statute. 
Chairman COLLINS. So that is a different treatment then. 
The second issue I want to explore with you is the difficult issue 

of what is the appropriate entity to bear the cost of the military 
service of postal employees. I am not inclined to agree with the ad-
ministration’s position that the Postal Service should continue to 
bear this cost. It is my understanding that the Postal Service bears 
the cost of the old Civil Service Retirement System, the pre-1984 
system, but that other agencies do not bear that cost. Is that cor-
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rect? Is the Postal Service treated differently from Federal agencies 
when it comes to the old Civil Service Retirement System? 

Mr. BLAIR. Generally speaking that is the case. What happened 
last year when we caught the overfunding problem is that we set 
the Postal Service’s CSRS funding on sound actuarial footing by 
placing it in the same category or treating it in the same way that 
we fund the Federal Employee Retirement System. That means it 
is fully funded. It does not have any unfunded liabilities. 

You are correct in pointing out that there are just a handful of 
other Federal entities out there that may be paying the full cost 
of their retirement system. The ones that come to mind are the 
Metropolitan Washington Airports Authority, and the United 
States Enrichment Corporation, which was a part of the Depart-
ment of Energy. But nothing on the scale or rank or size of the 
Postal Service. 

But I would urge you to consider what would happen if you 
would shift these responsibilities back to the Treasury. Funding of 
a retirement system is really not done on an a la carte basis by 
taking and picking which portions should be borne by the em-
ployer. Rather everything should be borne by the employer. All 
those costs should be borne by the entity providing those benefits. 
The Postal Service has the benefit of offering a retirement system 
which has great recruitment and retention value. Giving veterans 
that military service credit is an incentive for veterans to come into 
the Postal Service. If you are going to provide Federal retirement 
you should be fully funding those costs. 

We recognize that other Federal agencies and other Federal enti-
ties out there have not been mandated by Congress to fully fund 
their share of the CSRS system. We do not think that is right. The 
President’s Managerial Flexibility Act would have had all agencies 
fully funding the CSRS system in the same as they would for 
FERS. But giving a break to other agencies does not mean we 
should give the break to the Postal Service. We did the right thing 
last year by placing it on sound actuarial footing and I would urge 
you not to backslide and go in the opposite direction. 

Ms. Kichak, did you want to add anything to that? 
Ms. KICHAK. Only that the fact that the Postal Service being 

treated differently applies to a broad range of items. Congress 
mandated in 1974 that they would start to fund their Civil Service 
Retirement System through postal rates. So they have always been 
treated differently and this is just one more piece of making them 
cover these costs through stamp prices. 

Chairman COLLINS. You could make a case that since the pen-
sion costs for military service have nothing to do with postal oper-
ations, you could almost make the case that whether you are talk-
ing about the FERS system or the CSRS system that postal rate-
payers should not be bearing that cost. But I am not trying to 
change it for FERS. I am trying to have equity in the treatment 
of the Postal Service vis-a-vis other Federal agencies in how those 
costs are treated for the pre-1984 employees who are veterans. It 
has a huge economic impact on the Postal Service, as you know, 
which is obviously of concern to the administration as well because 
whoever bears that cost is going to be presented with a pretty hefty 
bill. 
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Senator Akaka. 
Senator AKAKA. Thank you very much, Madam Chairman. 
Mr. Blair, as you know the Department of Homeland Security 

and Department of Defense have been authorized to establish new 
human resource systems which include performance-based pay. 
The Postal Service also recommends that the Postal Service imple-
ment a pay-for-performance system for all employees rather than 
just its managers. However, many experts agree that there is, at 
a minimum, a 5-year learning curve when creating a new per-
sonnel system. There are also substantial costs associated with this 
as well. 

My question to you is, what would be gained if the Postal Service 
extended pay-for-performance to all its employees? And do you be-
lieve that the adoption of a pay-for-performance system should be 
part of collective bargaining agreements? 

Mr. BLAIR. In answer to your first question, the administration 
is on record as generally supporting pay-for-performance systems. 
We think that pay-for-performance properly rewards people by 
properly recognizing outstanding performance, and it is a strategic 
management tool. 

In answer to your second question, we have limited experience 
in the rest of the Federal Government, the non-postal side, in deal-
ing with collective bargaining over pay. So this is almost an area 
of first impression. Not totally first impression, but it is a newer 
area for us. So we would really be starting from scratch in looking 
at how something like that would be done. 

Generally speaking, to make a performance-based system suc-
cessful the agency would need to establish the expectations up 
front, deal with demonstrable results, and make sure that the 
agency’s strategic plan and annual performance plans are linked as 
well. But it is a difficult process in applying it across the board. 
In the rest of the Federal Government we are implementing it for 
the Senior Executive Service as we stand right now. We have the 
new Human Capital Performance Fund. 

But we are changing the culture in government. No longer do we 
want to see most of the money being siphoned off for large across-
the-board pay increases. Rather, we would prefer to see the money 
available to reward outstanding performers. I think that is a gen-
eral good government principle and I think that those general good 
government principles could also be applied in the Postal Service, 
recognizing that they have a different environment in which they 
operate. 

Senator AKAKA. Thank you. I am also concerned, like the Chair-
man, of the cost of military service. You mentioned OPM’s position 
that the Postal Service should fund the cost of military service even 
though other Federal agencies do not have this obligation. Do you 
know if other government entities that generate revenue like the 
SEC and other FIRREA agencies fund the cost of their workers 
who have military service? 

Mr. BLAIR. At this point it is my understanding that Treasury 
picks up the difference, any of the normal cost differences above 
the 7 percent contribution that the agency makes. So in other 
words, not only with the military service but also with cost-of-living 
adjustments and any costs over the 7 percent contribution that an 
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agency makes on behalf of its employees, Treasury picks up. But 
sound pension policy would require that those agencies pick up the 
full difference in the normal cost. That is why CSRS should be on 
the same actuarial and funding footing as the Federal Employees’ 
Retirement System. 

Senator AKAKA. Mr. Blair, I am sure you would agree with me 
that any changes in funding obligations for retirement-related obli-
gation could impact postal ratepayers, taxpayers, and the Federal 
budget. How would you assign the responsibility, and how would 
you structure a mechanism for covering the cost of providing retire-
ment related benefits? 

Mr. BLAIR. I think that we have done that in a sound manner 
with the legislation that was enacted last year. We need to remem-
ber where we came from with this legislation. That over the course 
of the last 30 years we have attempted to have the Postal Service 
pay for its pension obligations in a random, piecemeal fashion. 
First, with covering the cost of salary increases and then with cov-
ering the cost-of-living adjustments and then making that retro-
active. But it was all done on what we call a static basis, meaning 
that we projected what the cost would be, put the payments in leg-
islation, and never had to revisit them. 

But at the urging of this Committee, GAO came to OPM, 18 
months ago I believe it was, and said, why don’t you look at this? 
For the first time we looked at the Postal Service’s pension obliga-
tions apart from the rest of the Federal Government and said, what 
would it look like if we took their system and applied a dynamic 
funding process to that from 1971? What we came up with was the 
fact that by continuing those revenue streams that they had into 
the Federal Government for pieces and parts of the retirement 
component, they would have overfunded their entire pension obli-
gation by over $78 billion. 

So that is why the administration recommended, and this Com-
mittee did the right thing, in moving quickly with legislation 
changing the methodology under which we determine funding for 
the Postal Service. We think that that is the right thing. We have 
put the Postal Service’s pension funding on sound actuarial fund-
ing. But we are concerned that efforts to shift back to the tax-
payers bits and pieces and components of that funding do not move 
us in the right direction. Rather it moves us in the wrong direction. 
Because we would like to see the rest of the government moved in 
the same direction as we have done for the Postal Service. 

Senator AKAKA. Thank you very much for your responses, Mr. 
Blair. Thank you, Madam Chairman. 

Chairman COLLINS. Thank you. 
Thank you very much for your testimony today. We look forward 

to working with both of you very closely as we continue to examine 
these important issues. Thank you. 

I would now like to call forth our second panel of witnesses. Wil-
liam Young is the President of the National Association——

Senator AKAKA. Madam Chairman, may I? 
Chairman COLLINS. Yes. 
Senator AKAKA. Madam Chairman, I want to take a moment to 

wish our witness well, and also note that he celebrated a birthday 
yesterday. 
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Chairman COLLINS. Are you going to tell us which one? 
Senator AKAKA. No. 
Chairman COLLINS. He is a good friend to you, Mr. Blair. I join 

in wishing you happy birthday as well. 
Senator AKAKA. Thank you, Madam Chairman. 
Chairman COLLINS. Thank you. 
William Young is the Pesident of the National Association of Let-

ter Carriers. He began his postal career almost 40 years ago. 
Dale Holton is the National President of the National Rural Let-

ter Carriers of America. He began his postal career in 1976 as a 
substitute letter carrier. 

William Burrus is the President of the American Postal Workers 
Union. Prior to being elected president he served for 21 years as 
the APWU’s executive vice president and he began his career as a 
distribution clerk in 1958. 

John Hegarty is the President of the National Postal Mail Han-
dlers Union. He previously served as President of Local 301 in New 
England, which is the second largest local union affiliated with the 
mail handlers union. This is his 20th year with the Postal Service. 

So we are very pleased to welcome you gentlemen here today, not 
only as the elected presidents of your respective unions but also be-
cause you have a wealth of experience in the Postal Service that 
I think will be very helpful to this Committee as we continue to 
work through these issues. 

Mr. Young, we will start with you. 

TESTIMONY OF WILLIAM YOUNG,1 PRESIDENT, NATIONAL 
ASSOCIATION OF LETTER CARRIERS 

Mr. YOUNG. Good morning. On behalf of the 300,000 active and 
retired city letter carriers across the Nation, thank you for this op-
portunity to share our views on the crucial issue of postal reform. 
NALC is the exclusive collective bargaining agent representative of 
approximately 220,000 city letter carriers who work in every State 
and Territory in the Nation. City letter carriers have a tremendous 
stake in the future of the Postal Service. For them postal reform 
is not simply a policy matter or even a political issue. It is a matter 
of great personal importance for themselves and their families. So 
I wish to thank Chairman Collins, Senator Carper, and all the 
Members of this Committee for taking up this vitally important 
issue. 

Over the past decade my union has been urging Congress to pur-
sue comprehensive postal reform. We have long recognized the 
need for a new business model for the Postal Service in the age of 
the Internet. Until recently the debate on postal reform has been 
largely confined to the House of Representatives. Thanks to the 
new leadership of this Committee and the work of the recent Presi-
dential Commission, both ends of Pennsylvania Avenue, we finally 
have a real chance for progress on postal reform. 

NALC supports the general principles for reform recently out-
lined by President Bush and we look forward to working with the 
leaders of both houses of Congress to achieve bipartisan support. 
Today I would like to briefly address the big picture of postal re-
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form before turning to the key workforce issues that are the main 
topic of the panel’s testimony. 

NALC believes that the Postal Service’s unmatched ability to 
reach every household and business in America 6 days a week is 
a vital part of the Nation’s infrastructure. Universal service of let-
ters, direct mail, periodicals, and parcels by the USPS is absolutely 
essential for the economic health of the United States. As such, it 
is important to take steps now to strengthen the Postal Service’s 
ability to function in the face of technological change. 

We urge Congress to reject a pure downsizing strategy and to 
embrace an empowerment strategy for the Postal Service. The 
USPS should be given the commercial freedom it needs to maxi-
mize the value of its universal service network by adding services 
and working with its customers to find new uses of the mail to re-
place those uses that are now migrating to electronic alternatives. 
Greater commercial freedom, which involves flexibility over pricing 
and the ability to strike partnerships to optimize the value of its 
network would allow the Postal Service to maximize revenues and 
control costs while retaining the value of universal service. 

We recognize this approach poses a difficult challenge of bal-
ancing the commercial concerns and public service considerations, 
but we believe it is possible to give the Postal Service the flexibility 
it needs while protecting the legitimate concerns of competitors, 
customers and the public at large. 

Let me now turn to the main topic of the hearing, postal work-
force issues. Our starting point is simple: Collective bargaining is 
a fundamental right of all, and the Postal Reorganization Act right-
ly established collective bargaining in the Postal Service under the 
auspices of the National Labor Relations Act. I would like to make 
a couple of general observations before suggesting some guiding 
principles for workforce reforms. 

First, I would like to point out that collective bargaining in the 
Postal Service has been a resounding success. Since the Postal Re-
organization Act was enacted there has not been a single work 
stoppage or significant disruption in service as a result of labor re-
lations. Given that the Postal Reorganization Act was enacted in 
part as a result of a national strike in 1970, this 34-year record of 
peaceful labor relations should not be minimized. The fact is that 
postal collective bargaining has been a win-win-win proposition. 
Postal workers have achieved decent pay and benefits, taxpayers 
have saved billions through the elimination of direct and indirect 
taxpayer subsidies, and the mailers have enjoyed affordable post-
age rates. 

Second, it is important to note that neither the postal unions nor 
postal management favor radical changes to the existing collective 
bargaining system. Given that all sides agree that mail delivery is 
an essential public service, that we should not be disrupted by 
lockouts or strikes, a workable system for resolving collective bar-
gaining impasses is essential. NALC believes the existing system 
of interest arbitration has worked extremely well. 

Third, it is important to note that postal labor relations have im-
proved dramatically in recent years. Three of the four unions now 
have labor contracts in place that were voluntarily negotiated, and 
all four have made progress in reducing the number of workplace 
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grievances using various mechanisms. These improvements oc-
curred not because Congress or the GAO or any other outside party 
mandated them. They happened because the parties themselves 
worked very hard to find common ground and to seek ways to re-
solve mutual problems. Postmaster General Jack Potter and his 
team deserve credit for working with us to achieve this trans-
formation. 

With these general points in mind, NALC urges you to abide by 
four principles when you consider the reform of the collective bar-
gaining system. One, I urge you to follow the Hippocratic oath, 
first, do no harm. The system we have is not perfect. Indeed, no 
system is perfect. But the parties have learned how to work to-
gether within the current framework, and as I outlined above, the 
process has worked well for all concerned. At a time of great 
change for the Postal Service in almost all other areas, labor sta-
bility is crucial. 

Two, maintain the flexibility that is currently built into the PRA. 
The PRA contains specific but flexible timetables for negotiating 
contracts and resolving collective bargaining impasses. It also pro-
vides a menu of options for impasse resolution and it gives the par-
ties the flexibility to shape these options for use when appropriate 
as conditions change. Indeed, the unions at this table have used at 
various times mediation, fact-finding, mediation-arbitration, medi-
ation-fact-finding in combination, and last best offer arbitration. In 
the fact of constant change, the flexibility of the current law is a 
virtue. 

Three, avoid politicizing the collective bargaining process. Con-
gressional or White House intervention in the process would be 
highly destructive. This would inevitably happen if a politically ap-
pointed regulatory body were injected into the negotiations process. 

Four, avoid exposing the process to outside litigation. Subjecting 
the results of collective bargaining to litigation before a postal reg-
ulatory board as proposed by the President’s Commission would be 
disastrous to the process. Depending on the prevailing political 
winds of the day and the makeup of the regulatory board at any 
particular moment, either side might be tempted to try to obtain 
from the regulators what they could not expect to achieve through 
good-faith bargaining. 

Finally I wish to address a couple of specific issues that have 
arisen in the wake of the report of the President’s Commission on 
the Postal Service, those being the direct negotiations of pension 
and health benefits and the changes in the system of interest arbi-
tration. 

I am not sure that this Committee understands, perhaps they do, 
that in the current law we subject a lot of this to collective bar-
gaining. Not the benefits, but the pay, the cost of the premiums 
that employees pay is subject to collective bargaining. In the area 
of health benefits, postal management and its unions already nego-
tiate the share of premiums to be paid by the workers and the 
Postal Service. When it comes to negotiating wage increases, the 
rising costs of pensions is explicitly discussed by the parties. The 
so-called roll-up factor for employee fringe benefits, the added cost 
of benefits when postal wages are increased, is never far from the 
negotiator’s mind. You can be sure that no interest arbitration 
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panel employed over the past 20 years has been spared evidence 
from both sides on the cost of health and benefit pension benefits. 

My point is this. Although the parties do not directly negotiate 
over all aspects of postal benefit costs, these costs are not ignored, 
and invariably they affect the results of our wage negotiations. In-
deed, a close examination of postal wage trends over the past 25 
years reveals that postal wages have increased nearly 15 percent 
less than wages in the private sector as measured by the employ-
ment cost index. This wage restraint is a direct reflection of the ef-
forts of negotiators, and in some instances arbitrators, to restrain 
wage costs in the face of rising health and pension cost for the 
Postal Service, a trend that has affected all American employers. 

Given this context, we simply believe it is not necessary to for-
mally place health and pension programs on the collective bar-
gaining table. The parties already effectively take these costs into 
account under the existing system. 

I would like to end with a couple of points about the reforms sug-
gested in the Commission’s report to the interest arbitration proce-
dure. We believe these changes are unnecessary and counter-
productive for a couple of very practical reasons. 

First, the Commission’s proposal would discard 30 years of expe-
rience by the parties and require us to start all over again under 
a radically different process, a prospect that would inevitably im-
pose significant costs on both sides. 

Second, we believe the only workable changes to the system of 
collective bargaining must be developed and negotiated by the par-
ties themselves, not externally legislated or mandated. Both parties 
must see this process as their process for the results to be legiti-
mate. The existing system gives us the flexibility to shape the dis-
pute resolution process without outside intervention. 

Allow me to add one last note on interest arbitration. We believe 
the existing dispute resolution system is a fair and acceptable al-
ternative to the right to strike. I say this not because we always 
prevail when we go to interest arbitration. Indeed, on more than 
one occasion we have lost. In the 1990’s, an interest arbitration 
panel chaired by Richard Mittenthal adopted a USPS proposal to 
create a lower paid temporary workforce to handle the transition 
to full automation. And another panel chaired by Rolf Valtin in-
creased the employee’s share of health benefits premiums. 

But I say it is fair because win or lose my members know that 
the existing system gives us a fair shot on the merits and therefore 
they accept the results as legitimate. The Commission’s proposed 
changes in the area of interest arbitration fail this basic test of the 
fairness. 

I want to conclude my testimony by repeating something I told 
the members of the President’s Commission at its first public hear-
ing in February 2003. Good labor relations must be built on trust 
and on good faith between the parties. No amount of tinkering with 
the mechanics of the collective bargaining process will change that 
basic fact. At this moment of great challenges for the Postal Service 
we have worked hard with the Postmaster General to build trust 
between us and to improve the workplace culture in the Postal 
Service. Please tread lightly in these areas so as not to risk the 
progress we made. 
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I offer this Committee the full cooperation of the men and women 
who deliver the Nation’s mail every day. Working together we can 
ensure that every American household and business will continue 
to enjoy the best postal service in the world for decades to come. 
Thank you very much. 

Chairman COLLINS. Thank you. Mr. Holton. 

TESTIMONY OF DALE HOLTON,1 NATIONAL PRESIDENT, 
NATIONAL RURAL LETTER CARRIERS 

Mr. HOLTON. Good morning, Chairman Collins and Senator 
Akaka. My name is Dale Holton and I am President of the 103,000-
member National Rural Letter Carriers Association. 

Once again we thank President Bush for creating the Commis-
sion on the future of the Postal Service. We think the commis-
sioners did a very good job in a very short window of time, being 
6 months instead of maybe a year or more. Given their deadline 
we believe their intents were laudable. However, their governance 
recommendations are puzzling, their collective bargaining recom-
mendations are problematic, and their pension and health benefit 
recommendations are perilous. 

Under the issue of governance, the proposed new regulator is as-
signed a study of pay comparability. In our opinion, pay com-
parability is a management-labor issue, not a regulatory issue. No 
other regulatory agency in Washington conducts wage com-
parability studies of workers in industries it regulates; not the 
FAA, the SEC, FTC, or FDIC. We believe that any discrepancies 
in comparability that are perceived to exist can be addressed 
through collective bargaining between management and labor. If 
the Postal Service goes in a downward revenue spiral we anticipate 
that through collective bargaining and ultimately interest arbitra-
tion if it becomes necessary, the case will be made by the Postal 
Service to hold the line on wages or provide for increased produc-
tivity in order to balance those economic factors. I speak from expe-
rience because after all, this is what happened to us in our last 
round of negotiations. 

With regard to the changes proposed to collective bargaining, we 
find them to be problematic. The system of collective bargaining 
that Congress designed 30 years ago continues to work well today. 
This Commission proposes changes in the law that would remove 
flexibility. We believe that the optional system works best. 

In binding arbitration there is no guarantee that either side will 
prevail. The National Rural Letter Carriers Association and the 
Postal Service 2000 contract negotiations went to binding arbitra-
tion. Both parties opted to utilize a single arbitrator all the way 
through from mediation to binding arbitration. You could say we 
utilized the med-arb process. We opted for it. We mutually agreed 
to do it. 

Now I would have to say that one of your previous witnesses 
talked about what a great success that process was. I would dare 
say if you questioned any one of 103,000 members that we rep-
resent they would disagree. But I would like to explain that rural 
letter carriers are paid on an evaluated system. We have to mul-
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tiply the amount of our route mileage, the number of deliveries, 
and an actual count of the mail in order to get a result in total 
hours per week, which is the route’s evaluation. This evaluation is 
the basis of the rural carrier’s compensation. 

Arbitrator John Calhoun Wells, listening to all the testimony, 
awarded the Postal Service an increase in the work pace of rural 
carriers as they case their mail. The Wells award decreased the 
time value of each piece of mail in the annual mail count. The 
award decreased the pay of the average rural carrier 3.1 hours per 
week. Each hour is worth $1,500 a year. Arbitrator Wells granted 
a pay raise of $2,600 which did not compensate for the $4,600 loss. 
Senators, you do the math and you tell me who won the arbitra-
tion. 

The point is, binding arbitration does not guarantee that the 
union is going to win every time. The savings to the Postal Service 
by their own figures was approximately 12 million less paid hours 
annually due to this arbitration award. The award savings to the 
Postal Service for rural carrier compensation is $324 million annu-
ally. 

During those arbitration proceedings it took the NRLCA and the 
Postal Service 7 months to schedule 21 days of hearings. The expe-
dited timetables proposed by the Commission are laudable but we 
feel they are unattainable. The most impossible proposal is to 
schedule three independent arbitrators and wrap it up in 60 days. 
Again, it took us 7 months to get 21 days out of one arbitrator. We 
cannot imagine scheduling three in a 60-day window. That is un-
less you only count the days that we actually hold hearings. 

My points being that binding arbitration does not always favor 
the union, the existing procedures allow for flexibility to do the 
things that the Commission proposes, and the proposals to change 
the collective bargaining procedures and timetables are not work-
able. All of these points make the proposal by the Commission to 
change collective bargaining problematic. 

The Commission’s idea that pension and health benefits should 
be subject to collective bargaining are perilous. Currently the Post-
al Service has no responsibility to manage a pension or a health 
benefits system. The Office of Personnel Management performs 
that task quite capably. Postal workers are one of every three civil-
ian Federal employees. Removing one-third of the participants out 
of the current retirement system and health benefit program could 
have a serious adverse impact on the existing FERS and FEHB 
programs. 

In order to separate the pension system, the Postal Service would 
need three critical items. They would need investment experts, 
elaborate recordkeeping, and creation of a pension trust fund. The 
National Rural Letter Carriers’ Association and probably the other 
unions would demand some kind of joint trusteeship of any such 
pension fund. 

In the health benefit area we already negotiate. The NRLCA 
health plan negotiates with our insurance underwriter of 40 years, 
the Mutual of Omaha Insurance Company. We then negotiate with 
OPM. For example, the rural carrier health benefit plan could de-
cide next year to pay 100 percent of annual mammographies, since 
our workforce is 55 percent female. Mutual of Omaha’s actuaries 
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would estimate how many enrollees would utilize this benefit. Mu-
tual would estimate the amount of premium dollars to reserve for 
this increased benefit. We negotiate how that fits in with allocation 
of all other premium dollars. OPM would then ask NRLCA how it 
proposes to pay for that benefit. Are we going to raise premiums, 
raise the copay, or lower an existing benefit? 

Finally, the percentage of the Postal Service’s contribution to 
each employee’s health benefit premium is currently subject to col-
lective bargaining. Any changes to the current status of pension 
and health benefits are perilous to the programs, the Postal Service 
and the employee. I believe it was the first PMG in Poor Richard’s 
Almanac who said, haste makes waste. In their haste, the Commis-
sion made recommendations that to us are puzzling, problematic, 
and perilous. 

I want to thank you for the opportunity to appear here today and 
ask that my full remarks that were submitted earlier be entered 
into the record. 

Chairman COLLINS. Without objection, all statements will be 
printed in the record. Thank you for your testimony. 

Mr. Burrus. 

TESTIMONY OF WILLIAM BURRUS,1 PRESIDENT, AMERICAN 
POSTAL WORKERS UNION, AFL–CIO 

Mr. BURRUS. Good morning, Chairman Collins, and Senator 
Akaka. Thank you for the opportunity to testify on behalf of the 
more than 300,000 members of the American Postal Workers 
Union, AFL–CIO. We are the largest single bargaining union in 
our country. 

We appreciate the opportunity to share with you the views of our 
members on a most important issue, postal reform. Thank you for 
your continuing interest in this vital subject. In compliance to your 
request to limit my testimony to 10 minutes I will summarize my 
oral statement and will submit my printed text for the record. 

This Committee has a historic opportunity to protect and pre-
serve the U.S. Postal Service. But we must be careful to ensure 
that our efforts in fact preserve the Postal Service for the American 
public. Too often in this rush for reform, special interests have 
been considered without balancing the broader needs of our Nation 
and its individual citizens. The debate has been driven by the mail-
ing industry as it seeks to shape the Postal Service in a way that 
best serves its interest. This is neither suprising or bad, but it is 
very important that the Committee distinguish between the public 
interest and universal mail service and uniform rates and the in-
terest of major mailers in maximizing their profits. 

The Committee has requested that testimony be limited to an 
analysis of the Presidential Commission’s workforce related rec-
ommendations and I appreciate the flexibility that you afford the 
witnesses to expand beyond the official request. As president of the 
union, foremost among my concerns in this review are the interest 
of our members. But the long-term health of the Postal Service is 
also a concern, and we promise to join with those who seek positive 
change. 
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Before I discuss the specific workforce recommendations in the 
Commission’s report, I urge that primary attention be focused on 
the Commission recommendation that the Postal Service be re-
lieved of the military retiree costs and that the escrow of the CSRS 
contribution be resolved. 

A third consideration that is also important is resolution of the 
OPM decision to shift to the Postal Service $86 billion in cost for 
services attributed to previous Federal Government employment. 
These would be enormous burdens to the Postal Service, to con-
sumers, and to the mailing industry, and the correction of these 
problems may be the most important actions that Congress could 
take to preserve and protect the Postal Service. 

The Commission’s deliberations. In considering the recommenda-
tions of the Commission report I want to emphasize that the Presi-
dential Commission did not give sufficient consideration to the 
needs of individual Americans and small businesses. As a result 
there were no recommendations in the report addressing concerns 
of the public. The commissioners hearings and private meetings 
were dominated by large mailers. While their interests should be 
considered, it should not be to the exclusion of all others. It is now 
up to the Members of Congress to examine the public interest. 

The widespread support for postal reform is based on the 
premise that the Postal Service is a failing institution, one that is 
at risk of entering a death spiral. But I believe it is premature to 
make a final determination on this matter. We must remember 
that postal volume continues to recover from the effects of several 
events, the terrorist attacks of September 11, followed by the an-
thrax attack that took the lives of two of our members. These two 
events were superimposed over the recession that began in early 
2001 from which we are only now beginning to recover, a relatively 
weak and inconsistent recovery. If one were to extract the impact 
of technological diversion, these events standing alone would have 
had a serious impact on postal volume. 

But there are positive signs. The Postal Service recently reported 
that mail volume during the 2003 Christmas mailing season in-
creased sharply over the previous year, resulting in the highest vol-
ume period in the history of the Postal Service. Are we to believe 
that technological impact took a holiday this Christmas, or are 
other factors at work? 

Throughout this period of technological upheaval the Postal Serv-
ice has shown a remarkable capacity to provide excellent service. 
Despite declining mail volume, productivity increased and service 
standards were maintained. A recent privacy trust survey ranked 
the Postal Service No. 1 in trust. These are remarkable achieve-
ments. 

Because of the unprecedented productivity increases and effi-
ciency there is strong reason to believe that the Postal Service rev-
enues could be sufficient to support universal service far into the 
future if rates are properly set. My union, the APWU, has been a 
vocal critic of unfair rate setting that benefits some very large 
mailers at the expense of consumers and small businesses. The 
Postal Service’s own data shows that work-sharing discounts pro-
vided to major mailers exceed the cost avoided by the Postal Serv-
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ice. These excessive discounts cost the Postal Service hundreds of 
millions of dollars in lost revenue every year. 

A recent personal experience highlights the inequities of exces-
sive postage discounts. Several weeks ago I received two First-
Class letters, one bearing a 37-cent stamp and one which paid 27 
cents. Both letters were bar-coded to be processed efficiently by the 
postal mail stream. The letter with 27 cents postage was deposited 
in the mail stream in Charlotte, North Carolina to be processed 
and transported to southern Maryland where I live. The one with 
37 cents was deposited in Washington, DC, some 400 miles closer 
to its destination. The 27-cent letter required manual distribution 
by the Postal Service itself once it was received in the delivery 
unit. The postage rate for the most costly letter including transpor-
tation and processing was in fact 10 cents less. 

The suggestion that mail volume will suffer if discounts are ad-
justed to represent accurate costs avoided is ludicrous on its face. 
This argument taken to its logical conclusion is that unless the 
Postal Service loses money on discounted mail, mailers will find 
other alternatives. If this were true, it would not make sense—to 
discharge the notion that logic—that there must be a connection 
between postal costs and discounts. Certainly free postage would 
guarantee increased volume. 

The problem of discounts was acknowledged by the Presidential 
Commission’s recommendations that all future discounts be limited 
to the cost avoided. This is simply not good enough. That horse has 
left the barn and we need to get it back to preserve universal serv-
ice in the public interest. 

Some interested parties have responded by calling for bottom-up 
pricing or bottom-up costing. These concepts would establish a sys-
tem whereby mailers pay a pro rated share for the services they 
use. I would urge the Congress or the rate Commission to be ex-
tremely careful in pursuing this rate strategy. The primary consid-
eration must be adequate funding for universal service at uniform 
rates. Lurking on the horizon would be exceptions that would re-
sult in surcharges for services. 

I believe that we will all agree that postal reform will have mar-
ginal impact on future mail volume. And if not, adjusting to the 
current business model must focus on future rates. Overlooked on 
this analysis is the fact that the current business model does not 
determine the relative contribution to the institutional cost by 
First-Class Mail as compared to standard mail. If First-Class Mail 
grows or declines, the question of dividing institutional cost among 
all classes of mail will remain. At present it takes approximately 
three pieces of standard mail to make up for one piece of First-
Class Mail. This distribution of cost is a rate-setting decision that 
will be unresolved by postal reform. The elimination of excessive 
discounts along with more appropriate pricing would bolster postal 
revenues and preserve universal service. 

Now I will discuss the specific workforce related Commission rec-
ommendations. As the Committee specifically requested I will now 
state our views on the workforce related recommendations of the 
commission, and I begin with our conclusion that the workforce rec-
ommendations are outrageous and totally unacceptable to me and 
to the workers I represent. 
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As I have previously said, on the subject of workforce issues the 
report is fundamentally dishonest. The report repeatedly states 
that the Commission supports the rights of workers to engage in 
collective bargaining. Nevertheless, it recommends the establish-
ment of a regulatory board appointed by the President with the au-
thority to set compensation of postal employees. It is completely in-
consistent and totally unacceptable for the Commission to espouse 
a commitment to collective bargaining while simultaneously recom-
mending that postal compensation be dictated by an appointed 
board. 

Testifying before this Committee on September 17, 2003, Co-
Chairman James Johnson testified that any employee compensa-
tion change would be prospective and that current employees would 
not be impacted. While in fact Commission recommendations would 
authorize the board to impose a cap on the compensation of new 
employees and to reduce the compensation of current employees. 
While the Commission recommends pay-for-performance it fails to 
note that there is nothing in the current law that prohibits or in-
hibits pay-for-performance. In fact we have negotiated on several 
occasions at the bargaining table on the subject of pay-for-perform-
ance. 

The Commission seems to believe that postal workers are fools. 
The following disingenuous platitudes appear in the report. One, 
plans for modernizing the Nation’s postal network must effectively 
utilize the Postal Service’s most valuable asset, its employees. Two, 
essential to this process is the ability of management and labor to 
work together. Three, first and foremost, Postal Service manage-
ment must repair its strained relationship with its employees. 

In contrast to these statements, the Commission’s specific rec-
ommendations are an invitation to open conflict with its postal em-
ployees. The report paid lip service to the importance of good labor 
relations, while making recommendations that would guarantee 
labor conflict. 

The Commission’s recommendations to change the collective bar-
gaining process are unwise and would be counterproductive. Cur-
rent law permits the parties maximum flexibility in resolving con-
tractual impasse and over the years the parties have negotiated 
every subject identified by the commission: Health benefits, flexi-
bility, retirement, no layoff protection, wages, a two-tier workforce, 
and many others including pay-for-performance. When the parties 
have disagreed they have used last best final offer, fact-finding, 
mediation, and at least once the parties’ mediator became the neu-
tral interest arbitrator. But more importantly, most often we have 
agreed at the bargaining table and concluded negotiations without 
outside interference. 

The Commission is wrong to say that any one of these methods 
is the best way of helping the parties reach agreement. Each nego-
tiation brings its own challenges, and the best way to meet these 
challenges is to permit the parties to adjust to the conditions at 
hand rather than to impose a fixed statutory process. We know 
how to reach agreement and we have done so 65 times over the 32-
year period of collective bargaining. 

Benefits. The Commission urged Congress to consider removing 
postal employees from Federal retirement and retiree health care 
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plans. This would be a diametric departure from appropriate public 
policy. We categorically reject the contention that it would be ap-
propriate for postal employees now or in the future to be paid 
fringe benefits that are less than those provided to other Federal 
employees. 

In recent years postal workers have repeatedly stood on the front 
lines of homeland security. When hired, they submit to background 
checks and fingerprinting, and they are administered a Federal 
oath of office. The anthrax attack that resulted in the death of two 
of our members and the recent ricin attacks expose the perils of 
postal employment and our role in the Nation’s defense. In the an-
thrax attacks we rationalized the disparate treatment of postal em-
ployees as compared to the occupants of Senate office buildings. 
But the ricin attacks exposed the fact that there is a double stand-
ard. Senate office buildings are vacated and tested for a period as 
long as it takes while postal employees are not even informed that 
they have been exposed. 

The administration has been quoted as saying that those who 
needed to know and needed to act upon it were aware of it. And 
the administration budget now includes a complete elimination of 
homeland security building decontamination research. The message 
is no warning, no cleanup. This is unacceptable. Postal workers 
will not be treated like the canaries in the mining industry in years 
gone by. 

Health benefits, whether for active workers and the families, for 
people who have been injured on the job, or for retirees and their 
families are very powerful and emotional issues. It would be a cal-
lous act to reduce the benefits of postal workers injured by anthrax 
or exposed to ricin. How would this be explained to the widows of 
Brothers Curseen or Morris? 

The collective bargaining provisions in existing law have worked 
well. They have resulted in labor costs that have tracked the in-
crease in the CPI and the ECI. In comparison, we believe that the 
wages and fringe benefits paid by UPS and FedEx provide an ap-
propriate and useful yardstick for postal compensation. These are 
the largest American companies whose workers perform some of 
the same tasks that we perform. They are, of course, direct com-
petitors to the Postal Service. These companies pay their career 
employees wages and benefits that compare very favorably to the 
wages and benefits our members receive. 

The American Postal Workers Union finds the Commission re-
port unacceptable in its recommendations on collective bargaining. 

Chairman COLLINS. Excuse me, Mr. Burrus, you are now almost 
7 minutes over your allotted time, so if I could ask you to try to 
summarize. Thank you. 

Mr. BURRUS. I will conclude. 
In conclusion, I want to return to the most urgent needs of the 

Postal Service, military retirement costs at $27 billion, the escrow 
cost at $10 billion, and that the position of my union not be mis-
understood on the broad issue of postal reform. Because of our out-
spoken positions on the Presidential Commission work-sharing dis-
counts, it is convenient to report that APW opposes reform. This 
is not true, and for the record, we could support structural change 
to the Postal Reorganization Act that would improve the Postal 
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Service beyond relief from the financial burdens. We support rate 
flexibility, the ability to add new products and better utilization of 
the network, the right to borrow, invest, and retain earnings, and 
the limitation of work-sharing discounts. These changes would en-
sure the continued effectiveness of the Postal Service far into the 
future. 

Thank you for your patience. Thank you again for your con-
tinuing interest in the Postal Service and I would be pleased to an-
swer any questions you may have. 

Chairman COLLINS. Thank you, Mr. Burrus. Mr. Hegarty. 

TESTIMONY OF JOHN F. HEGARTY,1 PRESIDENT, NATIONAL 
POSTAL MAIL HANDLERS UNION 

Mr. HEGARTY. Good morning, Madam Chairman, Senator Carper. 
Thank you for the opportunity to testify, and also thank you to the 
rest of the Committee. My name is John Hegarty. I am the Presi-
dent of the National Postal Mail Handlers Union, which serves as 
the exclusive bargaining agent for 57,000 mail handlers. 

The Mail Handlers Union hopes to remain an active participant 
in the process of postal reform. The recently released White House 
principles show that the White House has considerable confidence 
in the expertise and legislative initiative of your Committee and 
that of your House counterparts. I would like to congratulate each 
of you who have provided leadership on this issue. 

I would like to take a few moments to comment on the latest ter-
rorist homeland security issue affecting both Congress and the U.S. 
Postal Service. I am talking, of course, about the ricin incident in 
Senator Frist’s mailroom earlier this month. It is perhaps ironic 
that this threat occurred on the evening before we were scheduled 
to testify before this Committee on the future of the Postal Service 
and its employees. The advance National Postal Mail Handlers 
Union written testimony raised the danger of substances such as 
ricin and anthrax and noted why career mail handlers are so cru-
cial to the safety and security of our country. That hearing, obvi-
ously, was postponed but the need for safety and security goes on. 

As a mail handler from a large processing plant in Springfield, 
Massachusetts let me briefly explain how these types of terrorist 
threats could impact mail handlers. Mail handlers are generally 
the first to handle mail when it enters a processing plant. Raw or 
unprocessed mail which could be letter-sized envelopes or larger 
flat-sized envelopes, and in some operations parcels and packages 
are dumped typically on a conveyor belt and sorted or culled by 
mail handlers. Letters and flats would then be run through a can-
cellation machine to cancel the stamps and would then be for-
warded to other mail processing machinery throughout the build-
ing, which is typically manned by either mail handlers or clerks. 

After all the processing is completed mail handlers load the proc-
essed mail into the outbound transportation for smaller post offices 
to be sorted where the letter carriers will then, and the rural car-
riers will deliver to the addresses. 

As you can see, this is a labor-intensive, hands-on type of mail 
processing. Mail handlers, and indeed all craft employees are there-
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fore on the front lines when it comes to possible exposure to biologi-
cal agents or other terrorist threats through the mail. 

As always, the safety of mail handlers and other postal employ-
ees is the first concern of the National Postal Mail Handlers Union. 
We are working with the Postal Service through the Task Force on 
Mail Security on dangerous incidents such as this. We appreciate 
the funding that Congress has already appropriated for biodetec-
tion systems to keep our employees safe and we look forward to 
working with Congress in the future on these issues. 

The Mail Handlers Union also appreciates the swiftness of your 
reaction to the CSRS funding problem and the financial strain 
caused by the deadly anthrax attacks. Similar financial issues re-
main, however, and congressional resolution of both the escrow 
issue and the military service issue are of immediate and para-
mount importance to the financial future of the Postal Service. Not 
releasing the postal escrow account or forcing the Postal Service to 
pick up more than $27 billion in military costs that no other Fed-
eral agency has to pay certainly will result in a severe crisis to the 
Postal Service and ultimately a hike in the cost of postage to all 
ratepayers. We are prepared to do whatever it takes to get both of 
these matters resolved swiftly. 

My union also counts itself as a strong supporter of legislative 
change that would grant the Postal Service additional flexibility in 
pricing, borrowing and the design of postal products. Such changes 
must allow the Postal Service to establish postal rates that remain 
affordable both to the major business mailers and the average 
American consumer while providing sufficient revenue to protect 
and support the infrastructure that universal service requires, and 
to provide postal employees with a decent and fair standard of liv-
ing. 

Let me turn directly to collective bargaining in the Postal Serv-
ice. I truly believe that the term ‘‘best practices’’ can be applied to 
Postal Service labor relations. In general our collective bargaining 
process is seen by others as a model of flexibility and labor peace. 
In recent years, moreover, all parties have been working on these 
matters diligently and our efforts have resulted in some dramatic 
progress. The Mail Handlers Union strongly endorses the current 
process for collective bargaining under the Postal Reorganization 
Act. Our current national agreement covers the period from No-
vember 2000 through November 2006. Although it originally was 
scheduled to terminate later this year, we recently reached an 
agreement with the Postal Service on a two-year extension that 
was overwhelmingly ratified by our membership. 

Nor is productive collective bargaining a recent phenomenon. 
Since the Postal Reorganization Act was enacted in 1970 we have 
engaged in 13 rounds of full collective bargaining with the Postal 
Service, 8 of which, including the last three, have resulted in vol-
untary agreements that were endorsed by postal management and 
ratified by the union membership. The other five were resolved 
through arbitration with the results willingly accepted by both par-
ties. On at least three of the five occasions when the parties used 
arbitration, however, the parties actually settled most open issues 
and arbitrated only one or two issues that could not be resolved 
without an arbitrator’s decision. 
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Even when arbitration does occur, there are no guarantees. For 
example, arbitration in the 1984 round of bargaining created a 
lower entry rate for new mail handlers. An arbitration in the 1990 
round of bargaining produced 3 years without any general wage in-
creases for mail handlers. Because both parties accepted the proc-
ess, however, even these clear management victories were imple-
mented peacefully. 

The key advantage of the current bargaining process is its flexi-
bility. Under the current statute, the parties to any bargaining 
dispute are allowed to devise their own procedural system for 
resolving their dispute. Thus, under the PRA, fact-finding followed 
by arbitration is the default position, but the parties in prior years 
have used fact-finding, mediation, arbitration, and a multiple com-
bination of these processes to resolve their disputes. If the proce-
dural changes recommended by the Presidential Commission were 
adopted, this flexibility would be eliminated and instead the par-
ties would be constrained by rigid procedural rules that in our view 
would not improve the collective bargaining process one iota. 

The Commission said that the core ingredient of its revised pro-
cedure is a mediation-arbitration approach to resolve bargaining 
impasses. Under a med-arb approach, the fact-finding phase now 
set forth in the PRA would be replaced with a mandatory medi-
ation phase of 30 days, and if the mediation were unsuccessful, the 
appointed mediator would become one of the final arbitrators. We 
believe, however, that requiring this med-arb approach would be 
counterproductive to the successful resolution of many bargaining 
disputes. The flexibility now part and parcel of the PRA permits 
the use of med-arb and it has been utilized in prior rounds of bar-
gaining when the parties deemed it advisable. 

But compelling the use of med-arb would corrupt any attempts 
at mediation by destroying the usual confidentiality of the medi-
ation process and making it impossible for either party to actually 
share its priorities with the appointed mediator. To quote a noted 
expert, ‘‘Parties to a combined mediation-arbitration procedure are 
often reluctant to retreat from extreme positions or to reveal how 
they prioritize their interests.’’ It also reduces the likelihood that 
the arbitrator will have an accurate view of the parties’ priorities. 

Also part of the Presidential Commission’s recommendations is a 
proposal that would replace the parties’ current practice which uses 
a three-member arbitration panel in which each party chooses one 
arbitrator and then the parties jointly select one neutral arbitrator 
with three outside arbitrators. In our view, this change would have 
extremely negative consequences for the arbitration process as it 
would completely remove the parties’ respective representatives 
and their unique expertise from the decisionmaking process. It 
makes it much more likely that the eventual arbitration decision 
will be contrary to the desires of either or both parties. It also se-
verely reduces the likelihood that the parties might be able to me-
diate and settle or narrow their dispute during the arbitration 
process. 

There are also proposals for a 10-day review period after arbitra-
tion and a last best final offer, both of which eliminate the current 
flexibility, which is one of the administration’s guiding principles 
that were recently released by the White House. Frankly, I believe 
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the Nation is better off with bargaining and binding interest arbi-
tration under the PRA than with any other models. The testimony 
before the Presidential Commission from postal management, from 
the postal unions and even from a panel of highly respected neutral 
arbitrators was consistent, that the current collective bargaining 
process is working well: For 33 years the parties have avoided the 
labor strife and economic warfare that often characterizes private 
sector labor-management relations. Arbitrators and all participants 
agree that the process has improved dramatically over the years. 

There is, in short, no reason whatsoever to amend the statutory 
provision governing collective bargaining or to otherwise adopt pro-
visions that would allow outside entities to interfere in the collec-
tive bargaining process. 

The Presidential Commission has also proposed bargaining over 
health insurance, pensions, and other benefit programs. In fact the 
current employee contribution rates for health insurance already 
are bargained, and the health benefits themselves established 
through the Federal Employee Health Benefit Program, are univer-
sally acknowledged to be well-maintained and well-negotiated by 
OPM. The Mail Handlers Union happens to be the sponsor of one 
of the largest Federal health plans, and I can assure you that if 
the Postal Service were ever to withdraw from the Federal Employ-
ees Health Benefits System chaos would be the result. 

As for annuity benefits, with the passage last year of the ‘‘CSRS 
fix’’ legislation, all annuity benefits for postal employees are now 
fully funded. The recommendation on bargaining benefits, there-
fore, is clearly aimed at guaranteed health insurance for postal re-
tirees. We see absolutely no reason why promises of lifetime health 
insurance to postal employees should be subject to bargaining, es-
pecially when the Federal Government provides these benefits to 
Federal employees through legislation, and many other large em-
ployers also provide similar benefits. 

In any event, recent proposals from postal management would 
allow the Postal Service to ensure funding of these retiree health 
costs by using the escrow account now available because of pension 
overfunding. That is an appropriate use for those funds and should 
be a part of any postal reform. 

Thank you for allowing my to testify. I would be glad to answer 
any questions you may have. 

Chairman COLLINS. Thank you, Mr. Hegarty. 
Each of you this morning has made very clear the recommenda-

tions of the Presidential Commission that trouble you or that you 
outright oppose. It is understandable that you would focus your 
testimony on the recommendations that give you the most heart-
burn. 

I would like to ask each of you to now tell me which are the one 
or two, or two or three recommendations of the Commission that 
you believe are on point and should be incorporated into the reform 
bill, assuming that there are any. With Mr. Holton’s comments I 
was reminded of the old story about, aside from that, Mrs. Lincoln, 
how did you enjoy the play? [Laughter.] 

But if there are recommendations that you believe are worthy of 
inclusion in legislation we would like to hear that as well. 

Mr. Young. 
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Mr. YOUNG. Thank you, Senator. I believe the Commission’s rec-
ommendations in the area of pricing, flexibility and transparency 
should be incorporated. I think they are very good. I also like the 
Commission’s recommendation on retention of universal service, 
but I would tweak it a little bit because I think that is a public 
policy matter and I think if I was a member, and I am not, of Con-
gress, I would want to retain the jurisdiction over that myself, be-
cause it is awful clear to me that when the people up in Maine do 
not get the kind of service that they have been accustomed to, they 
are not going to be calling any regulatory board. They will be call-
ing Senator Collins and asking why that is the case. 

I also like the idea that the Postal Service can retain earnings. 
I think that is an important concept that ought to be adopted. 

Chairman COLLINS. Thank you. Mr. Holton. 
Mr. HOLTON. I concur with what my colleague has already said. 

I also believe that the CSRS military pension portion of it should 
be adopted also. 

Chairman COLLINS. Thank you. Mr. Burrus. 
Mr. BURRUS. I agree with the Committee’s recommendation re-

garding the CSRS pension liability issue as well as the three issues 
mentioned by my two colleagues. In addition, the opportunity to 
add new products. I think for growth into the future the Postal 
Service needs to have the opportunity to be able to add products, 
so I would add that as a fourth item. 

Chairman COLLINS. Mr. Hegarty. 
Mr. HEGARTY. I would also concur with the pricing flexibility. I 

think the recent hike in gas prices would point out the need or the 
disadvantage that the Postal Service faces when it comes to dealing 
with issues such as a gas increase, where UPS and FedEX and 
some of the competitors immediately establish a surcharge for their 
deliveries. The Postal Service is prohibited by law from doing so. 

The other thing that I think the Postal Service should be able 
to do is to negotiate discounts with their larger customers. One 
thing that caught my eye in talking with Peter Fisher of the Treas-
ury Department last year is that the United States Mint, which 
mails out probably millions and millions of coins each year to col-
lectors, uses UPS or FedEx. They do not use the U.S. Postal Serv-
ice. The reason they do not is they can get a better rate because 
of volume discounts. I think if a company such as Amazon.com or 
the United States Mint approaches the Postal Service and says, ‘‘I 
will give you three million pieces per month, what can you give me 
for a discount?’’ Right now the Postal Service says, ‘‘I cannot give 
you any discount.’’ I think that should be corrected. 

Chairman COLLINS. Thank you. Each of you has considerable ex-
perience in collective bargaining and you have made clear your op-
position to many of the changes recommended by the commission. 
But I would like to walk you through a few of them just to make 
sure that I understand where you are because these issues are so 
complicated and you do bring a great deal of experience in collec-
tive bargaining to the Committee today. 

The Commission recommended that the current fact-finding pe-
riod be replaced by 30 days of mandatory mediation. I would like 
to know whether you find the fact-finding process to be useful, and 
how frequently it is waived by the parties. Mr. Young. 
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Mr. YOUNG. So far we have used it, Senator. I do not find it par-
ticularly useful, and I will be candid and open in telling you why. 
Because neither party wants to litigate the issue twice. If we are 
not able to strike an agreement, the 1998 historic agreement for 
letter carriers that elevated my members from level five to level 
six, we bargained hard with the Postal Service and we almost go 
there. The differences really were not that great. We then engaged 
in a mediation process. Neither party really was candid or open 
with the mediator because they did not want to put their case on 
twice. We knew that the parties ultimately were not going to agree. 
That it was going to have to go to an arbitrator. 

I think the panel of arbitrators that testified before the Commis-
sion could add some clarity to your inquiry here, Senator, if you are 
interested because they have even more experience than I do and 
they were saying similar things about their experiences, which are 
greater than mine, broader than mine. Mine are related only to the 
post office. Theirs, of course, to other industries. But that is the 
real problem with trying to do that. 

Chairman COLLINS. Thank you. Mr. Holton. 
Mr. HOLTON. I tend to agree. We have only, in 33 years, been 

through fact-finding and arbitration twice. All other times we have 
come to agreement on our contract. But in those times, fact-finding, 
you put on your case once, for the most part. You may not go into 
as much detail or depth with it, but you still put it on. You have 
someone that issues a fact-finding report and, as in our example, 
the first time, the fact-finding report was in our favor which would 
tend to lead you back to the bargaining table and say, OK, if we 
go to arbitration these things will be in our favor so we need to 
bargain more on it. And then turn right around and you go to arbi-
tration and then you get a second bite of the apple, so to speak, 
and find an arbitrator that rules the other way. 

So the point is, you are putting on your case twice. Everybody 
knows what the issues are as far as the parties go. They know 
what the issues are. They know what we are going to be up 
against, and regardless of what the fact-finding panel returns as a 
suggestion there is still nothing that tells you you have to go 
through with that, so it may not be a necessary step. 

Chairman COLLINS. Mr. Burrus. 
Mr. BURRUS. Our union finds fact-finding to have no value what-

soever. We had one very bad experience many years ago that after 
completing the fact-finding process, very laborious, put on a full-
blown case, the fact-finder concluded that the parties had a dis-
agreement. That was his decision. He concluded we had a disagree-
ment, which we knew when we began the process. 

The current statutory language requires fact-finding, but the par-
ties, the Postal Service and the unions find it in their mutual best 
interest not to invoke the statute. At the conclusion of every nego-
tiation session, and I have had more experience than my colleagues 
here in terms of negotiating national agreements, the chief nego-
tiator. But at the conclusion of every national negotiation I am ter-
ribly nervous about the Postal Service invoking the law, of requir-
ing us to go to fact-finding. They have found that is not in their 
interest either. So we have avoided—mutual agreement to avoid 
fact-finding because we just do not find it in our interest for the 
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very reasons stated, that we are required to put the same case on 
twice. They do not want to expose their case. We certainly do not 
want to expose ours. 

Chairman COLLINS. Thank you. Mr. Hegarty. 
Mr. HEGARTY. I think whether you are talking about fact-finding 

or mediation or any other dispute resolution mechanism, it depends 
on the nature of the impasse. As I said in my testimony, in many 
of our arbitration decisions we really only had one or two items in 
front of the arbitrator that we had to negotiate. The parties knew 
where they stood on most of the items, but there may have been 
one or two items such as pay raises, and cost-of-living adjustments 
that might have been in dispute. I think the parties need the flexi-
bility at the end of the process to determine, based on the nature 
of the impasse, what dispute resolution mechanism they wish to 
utilize. 

Chairman COLLINS. Thank you. Since we have had other Mem-
bers join us I am going to yield back the remainder of my time and 
we will have 8-minute rounds rather than longer ones that I had 
originally intended before we were joined by our distinguished col-
leagues on both sides. 

Senator Akaka. 
Senator AKAKA. Thank you very much, Madam Chairman. I 

would again thank all of you for being here. I appreciate the thor-
oughness with which each of you discussed your union’s view of the 
collective bargaining as well as other workforce recommendations. 
If I am not mistaken, and since the Chairman has mentioned your 
experience, I believe the four of you represent 130 years of service 
to the Postal Service. That tells us something and is quite an ac-
complishment. 

The Commission proposes that the Postal Service negotiate over 
benefits and implement a pay-for-performance system, yet the Post-
al Service already negotiates over employee health insurance con-
tribution levels and could negotiate for a pay-for-performance sys-
tem now. As was indicated by the Chairman, there are differences 
in your statements so let me ask each of you the same question. 
Why do you believe that there are such misunderstandings and 
misrepresentations about Postal Service workforce issues? I would 
like to start with Mr. Young. 

Mr. YOUNG. I have got to be honest with you, Senator, one of the 
reasons we have to share the responsibility for. My thrust here 
today is in essence asking the distinguished Senators to consider 
a hands-off policy in the area of collective bargaining. I am telling 
you that it has taken us 30 years to figure out what we are doing 
and I think we are on the right track now. We have developed 
these relationships and I am totally convinced that the parties 
themselves have to negotiate these kinds of agreement among 
themselves and they do not need it forced on them from outside. 

But I must admit that my members, and maybe even myself on 
occasions, have been too willing to come to you all with our prob-
lems. I think it was a lack of maturity, and I am going to apologize 
for the members of my union that still engage in that today. What 
I mean by that is, some letter carrier perceives that he is mis-
treated at the workplace. He finds it very easy if he hails from the 
State of Hawaii to call on his good Senator from Hawaii to come 
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to his rescue, when in essence that is not what your responsibilities 
are. You have got much more important things to worry about than 
those issues. Those issues should be dealt with in the internal dis-
pute resolution procedure that has been established. 

So I think one of the reasons that there is some confusion here 
is we have led to that confusion because we are too willing to reach 
out to our perceived friends for help when we maybe should be 
going in a different direction. I think that has contributed a lot to 
some of the misunderstanding. 

I think some of the other misunderstanding is just a lack of expe-
rience. I was a little taken back by Mr. Blair’s testimony when he 
acknowledged that the administration does not have much experi-
ence when it comes to labor unions, when you were talking about 
pay-for-performance with him. I was thinking about that, and I had 
not thought of it in that vein, to be honest with you. But I will tell 
you all that my union in convention, 8,000 people strong, voted not 
to accept a pay-for-performance type of a proposal, because we 
have, as these other presidents indicated, had those kind of pro-
posals advanced in the past. 

My members are concerned about the fact that they cannot 
measure that performance. That is not cut and dried like if you get 
a step increase after a year’s creditable service, everyone under-
stands what that is. They know how to apply that. 

I do not mean any disparaging of my colleagues and friends in 
management in the Postal Service, but they did not have such a 
great experience with that. They took a pay-for-performance system 
and most of them people, especially on the lower-graded super-
visors, they ended up making less money than letter carriers, and 
they sacrificed more than they ever got in return. 

So that is about as much as I can add as far as to the confusion 
and I hope that Senators here will pass on to their colleagues what 
I have said about trying, because I am trying to rein in now the 
members of my union, to get them to understand that they should 
only come to you with public policy issues and not with individual 
personal grievances. I think we can handle those ourselves. 

Senator AKAKA. Thank you. Mr. Holton. 
Mr. HOLTON. I think the misunderstanding—are you talking 

about of the Commission itself or the Senators, or are you talking 
about the public in general? Regardless of which group you are 
talking about, I think a lot of times when people say Postal Service 
you only hear horror stories. When you listen to David Letterman, 
you read the newspaper, you hear about the letter that was 30 
years late that was lost somewhere, you hear about an employee 
who did whatever that was egregious in the workplace. But yet you 
never hear the fact that the employees that we represent are out 
there performing a service every day in all kinds of weather, all 
kinds of circumstances. 

I get letters from the Postmaster General daily sometimes about 
rural carriers who have gone above and beyond the call of duty in 
putting out fires or saving people that have been hurt. NALC does 
a great job with their Heroes Awards every year and they cite 
these things. Those kind of things, we do not get that published out 
there so when people form a perception of the Postal Service and 
it’s employees they only draw from the David Letterman or who-
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ever, or the Washington Post or whatever, that shows that this was 
what was bad in the Postal Service so immediately they paint ev-
erybody with one brush. So that may be part of it. 

To follow along with what he was saying about pay-for-perform-
ance, or would you rather I just wait and get a question on that 
later? Pay-for-performance, we have participated in that. We had 
striving for excellence together. We still have an MOU in our con-
tract, memorandum of understanding, which recognizes the bene-
fits of pay-for-performance. The MOU tells us that we should work 
together to try to find something that mutually promotes the goals 
of the Postal Service and the employees so that we can use some-
thing like that. 

There are so many diverse ways to look at it systemwide, specifi-
cally rural carrier duties, that we have not been able to come up 
with a plan that everybody can agree to. So we have just sat here 
with this MOU in our contract since 1995. But it is something that 
effects each individual but is to be applied systemwide. 

The other thing is, a lot of times when you have pay-for-perform-
ance if you are going to make it systemwide you can only look at 
what the overall system goals are, and as a result those are pushed 
forward or achieved by everybody involved and not just what the 
individual rural carrier employee can do. So we have not been able 
to agree on any of that. 

Senator AKAKA. Mr. Burrus. 
Mr. BURRUS. Senator, I think that there is a misunderstanding, 

I think, because we are a government entity and government enti-
ties should be transparent and should be responsible to the people. 
I think that the Postal Service is held accountable for that, and the 
employees who work for the Postal Service are held accountable 
equally. 

I think it is so very apparent what you say is correct because 94 
percent of our mail is provided by the major mailers. They are our 
major users. Not the average citizen writing to a son or daughter, 
or to one another within the family. Their micromanagement of the 
Postal Service is different than their reaction to their other ven-
dors. UPS, FedEx are likewise providers of service, performing very 
similar service to the Postal Service, but no one questions the 
wages and the bargaining strategies and the procedures used by 
UPS or FedEx, while the procedures, the strategies, and the results 
of the postal negotiations are opened up to the microscope. 

So it is because we are a government agency, and it can be 
micromanaged. You cannot micromanage UPS. You can go to an-
other company. You can take your business to a competitor. There 
is nobody quite as large as UPS. They have a monopoly just like 
we do. 

But because you can do it to a government agency and we have 
all of the benefits of both private and public. We have public pro-
tection. We have some private rights. We have right of negotia-
tions. Other Federal employees do not have those rights. So we 
have the right of negotiations but we are still Federal employees, 
so it opens us up to misunderstandings, deep involvement into our 
internal process that one would not find if we were a private cor-
poration, purely private. And if we were some other government 
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agency they would not be making the demands on us because we 
do not have the same connection with our ratepayers. 

Senator AKAKA. Mr. Hegarty. 
Mr. HEGARTY. Thank you, Senator. I would say that the mis-

understanding about Postal Service issues, a lot of the good things 
that we do, have been under the radar screen. I agree with Dale, 
we get a bad rap for the letter that is delivered late or some other 
negative news about the Postal Service. I am hoping that with the 
Presidential Commission and with postal reform that some of these 
good things that we do will come to light. I will just give you a few 
examples. 

I have spoken with the Office of the Inspector General, I have 
spoken with the GAO over the last year and-a-half and tried to 
highlight some of the good things we are doing. They have made 
it into their reports. I did not invent it but we developed a Contract 
Interpretation Manual. I believe the other crafts, I know the letter 
carriers have it and the other crafts are looking at it, where we 
took our national bargaining agreement and took all the gray 
areas, went back 30 years in postal history and found every agree-
ment that we have ever come to at the national level that says, this 
is what that means. We put all of that into a big book so now you 
can use the collective bargaining agreement side by side with the 
Contract Interpretation Manual and resolve a lot of the pending 
disputes in our grievance arbitration procedure. 

We rolled that out nationwide last fall. We did a joint training 
with postal headquarters and mail handlers union headquarters on 
the same stage with a mixed audience. We had the area managers 
of labor relations, we had our union presidents, we had our union 
vice presidents and their counterparts in management all in one 
audience and they heard the same message from both parties: This 
is the Contract Interpretation Manual. This is what it means. It 
will be adhered to. 

We do not have any concrete results on that yet, because as I 
said, we just implemented it last fall, but we are in the process of 
setting up a meeting with postal headquarters to crunch the num-
bers and see how we did as far as whether the Contract Interpreta-
tion Manual is helping us resolve disputes. I believe that it will. 

The other thing that we have in the mail handler craft is the 
quality of work life, which is an interactive process where mail 
handlers and managers work together in postal facilities to better 
the quality of their working life. It is outside of the collective bar-
gaining agreement. It has to do with whatever ideas the craft em-
ployees and the managers come up with to better process the mail. 
That has been very successful. We have an annual conference and 
every year it has grown tremendously in size. That has the full 
support of the Postmaster General and myself, and both he and I 
attend the national conference. 

The other thing we have developed over the last few years is an 
intervention protocol, where if we are having a problem facility—
and let us be realistic, in an organization of 730,000 people, you are 
going to have some problems. We have an intervention protocol 
where if a building or a plant seems to be a problem area, the par-
ties can request intervention and the national parties will send a 
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team in to evaluate the climate and make recommendations on how 
to resolve that. We have used that successfully in the past. 

So I would say that the reason the misperceptions or miscom-
munications are out there is they just have not publicized enough 
of the good things that we are doing. 

Briefly on pay-for-performance, under the current collective bar-
gaining agreement pay-for-performance is an option. It is 
bargainable and I think it should remain that way. I do not think 
legislating pay-for-performance helps anybody. The problem with 
pay-for-performance for craft employees is it is very hard to indi-
vidualize it. I will give you an example. 

I mentioned conveyor belts earlier. If this is a conveyor belt and 
the four of us are processing mail on that conveyor belt, how do you 
say that John did so many pieces of mail and Bill did so many 
pieces of mail and Dale did so many pieces of mail? How do you 
individualize which of the four should get the better performance 
award? Say you want to just do it by a building, then you are los-
ing the whole essence of pay-for-performance. If you are going to 
give the plant over in Detroit, Michigan, for instance, a $200 award 
because their performance was that good, you are really saying, 
who within the plant did the job over and above to make that per-
formance that good? Some people in the plant may do an average 
job. Other people may do an exceptional job. 

The other problem with my craft is you get moved around con-
stantly in a plant. I might work on this belt for 2 hours. I might 
be moved over there due to the needs of the service, so it is very 
hard to individualize my performance. 

Senator AKAKA. Thank you very much, Madam Chairman. 
Chairman COLLINS. Thank you, Senator. 
We are very pleased to be joined by Senator Stevens, who is not 

only the chairman of the powerful Appropriations Committee but 
also a long-time Member of this Committee. He has had a long-
standing interest in the Postal Service and in preserving universal 
service. So we are very pleased that he was able to join us today. 

Senator Stevens. 

OPENING STATEMENT OF SENATOR STEVENS 

Senator STEVENS. Thank you, Madam Chairman. I sort of am the 
last of the Mohicans, the last one around that was here at the time 
of the Postal Reorganization Act. I am pleased to be here with you. 
I thank you for these hearings. I have gone over the testimony that 
you all have filed. I am delighted that the Commission rec-
ommended that the universal concept be maintained. I think that 
is the backbone for rural America, and it certainly is for my State. 

But I have got to say, I think we have to find some middle 
ground here with the Commission because I would invite you to 
come up to my State and go out to dogsled country and go with the 
people who are out on the ice and see them pick up a Blackberry 
and send a message to New York. The concepts of broadband, the 
concepts of wireless are on us as far as basic communications, and 
the Postal Service seems to now be heading for the time when we 
are dealing primarily with third-class or parcel post. You may not 
agree with that but we have got some changes coming, and I do 
hope that all of you will work with us to make sure that we can 
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find some common ground here in the Congress with regard to 
these recommendations from the commission. 

As with every commission, Madam Chairman, they have gone be-
yond the point of achievability. They reach out too far. But I think 
we have got to admit that they have got some recommendations 
that we must adopt, and they have got others we are going to have 
to see if we can modify, and others we are going to reject. We have 
a difficult job and I am delighted you have got that duty rather 
than me. I was chair of this Committee. 

I do think that within the suggestions of the Commission are 
suggestions that will reduce the cost of operation that we ought to 
look at, because clearly we have got to find better ways to assure 
the cash flow for the Postal Service than maintaining those things 
which are not efficient. On the other hand, there are some things, 
like the Senator from Hawaii’s mail, parcel post and mail that 
comes to Alaska that there is no way to make them cost-efficient. 
So there has to be some basic system that takes into account the 
cost of universal service. 

I look forward to working with you, Madam Chairman. I really 
do not have any questions for you. I appreciate the fact that you 
have come here with statements that, as I understand it, indicate 
a real willingness to go forward and reach a conclusion where we 
adopt those things in the Commission’s report that can be achieved 
now and put some off for the future. But we all have to look to the 
future. We have to look at how we maintain the postal system de-
spite the advent of these new means of telecommunications and 
basic communications by wireless and broadband. 

Again, I thank you. I hope we can move forward because I think 
action by the Senate is necessary now. The House has acted pre-
viously, but we have to take this one and look at it real hard and 
try to achieve something this year if it is at all possible. So I look 
forward to working with you, Madam Chairman. Thank you very 
much. Thank you all. 

Chairman COLLINS. Thank you. 
Senator Carper, it is a pleasure to welcome you to the Committee 

as well. You have demonstrated a longstanding interest in postal 
issues and I was pleased to partner with you last year on the legis-
lation dealing with the retirement contributions. 

OPENING STATEMENT OF SENATOR CARPER 

Senator CARPER. Thank you, Madam Chairman. It is a privilege 
to work with you on these issues. 

I do not know that we can come close to improving on the great 
work that Senator Stevens did over three decades ago, but I men-
tioned in an earlier hearing the old adage of, if it ain’t broke, do 
not fix it. I do not know that that applies here. Not that the postal 
system is broken, but if it is not perfect, make it better. I think we 
can make it better. We appreciate really the attitude that you 
brought to the table today. I regret having missed the earlier panel 
of witnesses. I expect I will have a chance to talk with my staff and 
find out in more detail what I did miss. 

I would like to ask a couple of questions, if I could. A bunch of 
the questions that I wanted to ask have been asked. But one of 
them, however, I want to go back to and ask it again. I ask you 
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to forgive me if I am being redundant, but one the questions I 
think you asked, Madam Chairman, when you said, it is all well 
and good that there are things that you are against, but there are 
also things that you are for with respect to the Commission’s rec-
ommendations. I do not want you to go into any great detail but 
I would like for each of you to really break it into two categories: 
The things recommended by the Commission that you agree with, 
just flat-out agree with, and some things that the Commission has 
recommended that you could perhaps agree with if they were modi-
fied. If you could just take it up there. 

Mr. Young, we always pick on you first. 
Mr. YOUNG. That is all right. The thing that I can agree to and 

accept is transparency. I think every organization that has a public 
service should have transparency. 

The thing that I would be willing to look at, that is a little bit 
tougher, Senator. There are a lot of things that are on the edge 
there. There are things that we could probably take a look at and 
maybe make a little bit better. But I would answer this question 
in a kind of a unique way, if you would allow me to. When I first 
appeared before the commission, and look, I realize my union be-
lieves that the Internet has had a serious detrimental effect on 
First-Class Mail, and my union believes that is going to continue 
and probably escalate in the years to come. So that makes cost a 
very important function of this Committee. I understand that and 
I would not be naive enough to suggest to you that you should ig-
nore that. 

But I want to beg that you go beyond just the cost. I am going 
to give an example, a very recent event. Just last week Brother 
Holton and I went over to the Postal Service and we witnessed the 
signing of an agreement between Homeland Security and the Post-
al Service whereby, God forbid, there would be a biological attack 
somewhere in this country, voluntarily letter carriers and rural 
carriers would deliver the medicine to the patrons they represent. 

I think the unique kinds of things that we do because of the at-
tachments that we make with those patrons that we deliver to 
every day are far too often ignored. I told the Commission when I 
testified before them in their first hearing, think of what would 
have happened with anthrax if, God forbid, this was a privatized 
Postal Service and you had all these different companies and you 
could not contain the threat. I do not mean to demean private 
workers, but it is not clear to me that these people would be willing 
to go the extra mile that the men and women that I represent and 
the rest of these presidents at this table represent, have already 
demonstrated a willingness to do. These are very courageous pub-
lic-oriented, public service-oriented employees. 

Senator CARPER. Mr. Young, I agree with everything you have 
just said. But my question was—and it is important that you an-
swer my question. My question was, among the universe of rec-
ommendations that this Commission has made, what are several 
that you agree with? You have mentioned one, transparency. 

Mr. YOUNG. You want several? 
Senator CARPER. Yes. 
Second, cite for us some examples of those areas that you think 

there might be room for negotiations to find consensus. 
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Mr. YOUNG. I think there is room for negotiations on the board 
of governor issue. I think there is room for negotiations on the pay 
cap, the executive salary pay cap. I think there is room for negotia-
tions on the cost of the military. I think there is room for negotia-
tion on service agreements with the mailers. I think there is room 
for negotiation on pricing flexibility. 

Senator CARPER. That is great. That is exactly what I was look-
ing for. Thanks. 

You mentioned the effect that E-mail has had on First-Class 
Mail delivery. I took a bunch of Boy Scouts from Wilmington, Dela-
ware to Norfolk Naval Station this past week. I am an old Navy 
guy. We take them about every 3 years. We visited ships and sub-
marines and saw a carrier as well. Met with seamen recruits and 
chief petty officers and even admirals, and had a chance to—really 
a real interesting session with a fellow who is the commander of 
the U.S. submarine forces around the world. He and his wife 
hosted us for a little reception at, of all places, the Delaware 
House, where they live on Norfolk Naval Station. 

They shared with us what it had been like to have been in the 
Navy on submarines and with a spouse at home and family and all, 
and what it is like today. E-mail has come to the Navy in the big 
way. We have seen a little bit through the Iraqi war how our 
troops are able to communicate better. Aboard ships the same is 
true, and whenever sailors have a minute to spare they try to E-
mail their families back home and to communicate. You could not 
do that in the past. 

The admiral that we visited with, he and his wife told us how 
in the early days they were lucky to get two or three messages dur-
ing a 3-month deployment from their families. The people on the 
submarines could not send anything out. They could only receive 
maybe two or three messages in. The message was limited to 20 
words. Today they can E-mail their families from the submarines 
deployed around the world, hundreds of feet below the surface, and 
communicate with their families throughout the course of the day 
and the night. So it is a remarkable revolution that we witnessed. 

Mr. Holton. 
Mr. HOLTON. I believe that the pricing flexibility part is some-

thing that is vital and we would be in full support of that. As far 
as those things that maybe could be supported if it was tweaked 
or negotiated—and that is the power of the regulator, the way they 
have set the regulator up. There are a lot of things in there that 
we do not like, but it could be something that could be worked on 
and tweaked. 

Also, the way the board of governors operates. All of this, the 
Postal Service in everything that is proposed, needs to have an 
ability to work as a business even though it is still a government 
entity. In order to meet some of these things that we are faced 
with, such as wireless communications, E-mail, those kind of 
things, we have to be able to operate like a business. Yet managers 
at Postal Service headquarters, I think, are pretty much microman-
aged from those people that are over them, to the point where they 
are not able to concentrate on the business as much—now this is 
just my opinion—but as much as they may need to concentrate on 
running a $70 billion industry. 
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So those two things I think could be addressed if they were 
tweaked, fine-tuned, negotiated in such a way. 

Senator CARPER. Thank you, sir. Mr. Burrus, you can repeat any 
of the ones that have already been mentioned. In fact that would 
be helpful. Or you can strike out on some new ground. 

Mr. BURRUS. The military retirement would be at the top of my 
list because it is such a large number. But I will repeat some of 
what has already been said, the rate flexibility, the opportunity to 
offer volume discounts so they can get away from this charade re-
garding work-sharing discounts, the ability to add new products 
and better utilize the network, to borrow, invest, and retain earn-
ings. I think that is important. 

The work-sharing discount issue has to be addressed. The Postal 
Service cannot be successful if it is giving away money. Even if you 
adopt a good model for the future, and let us assume everything 
that everybody believes is correct, that technology is going to erode 
First-Class volume. I dispute that at this point but let us just take 
that as factual. Even if you adopt a good model, you cannot give 
money away and be successful in the future. No company can be 
successful that I am aware of, by giving money away. Those are 
charities. Those are not businesses. 

So I think something has to be done in terms of the cost avoid-
ance. There has to be a standard. The government has adopted a 
very good standard in terms of contracting, subcontracting. They 
say, here is the standard, the process that will be applied if you 
are going to have someone else perform the activity. 

The Postal Service has been separate and apart from all those 
processes, and time after time again they have given money away, 
hundreds of millions of dollars, and a year later, 2 years later, 5 
years later, we made a mistake. Let us recover. Bring it back in-
side and let postal employees—we can compete very well. We have 
very experienced, dedicated workers in the Postal Service. 

When the private sector can do it better and cheaper than postal 
employees, I think it is fair game. That the ratepayer is entitled 
to the best and cheapest service they can receive. But in those cir-
cumstances where they are not doing it cheaper, it becomes polit-
ical cronyism where someone that has promised a future job for 
someone gets a service, then I think that is wrong to the ratepayer, 
it is wrong for the Postal Service. So I think that is one of the most 
important things. 

As I said in my testimony, the question of the allocation of the 
rates is a looming problem for the Postal Service into the future. 
I think the Senator from Alaska made significant reference to it, 
the fact that a lot of the volume today—more important than the 
loss of First-Class Mail is the diversion to standard. The contribu-
tion to the institutional cost by the different classes of mail is an 
issue that is going to be out there for a long time until it is dealt 
with, with or without reform, because standard mail is a growing 
volume of the Postal Service, projected to grow by billions of pieces 
far into the future. That is going to have to be addressed very sig-
nificantly and seriously. That is not a question of reform. It is a 
question of how are you going to set your rates. 

Senator CARPER. Thank you, Mr. Burrus. Mr. Hegarty. 
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Mr. HEGARTY. We agree with the Commission to maintain uni-
versal service at uniform prices, and oppose privatization. We agree 
with the Commission that the outmoded and cumbersome rate-
making process needs to be changed. We agree that we want to 
maintain 7-day mail processing and 7-day delivery to every address 
in the country. Maintain equity with Federal employees on the 
funding for military retirees and the CSRS. And also, as I men-
tioned earlier, to allow the Postal Service to offer discounts to its 
bigger mailers. 

As far as negotiating or what we would agree should be talked 
about, I think within the collective bargaining process we have 
achieved a very delicate balance with the Postal Service. It has 
taken 33 years. I think we have seen the progress made over the 
years, especially in recent years, and that anything that is nego-
tiable now should stay negotiable. I think we have, as I said, been 
able to negotiate fair contracts that were fair not only for the Post-
al Service and to our workers but for the American people. 

I think locking us into any set of rigid rules, whether it is on col-
lective bargaining, mediation, arbitration, what we can bargain 
over, what we cannot bargain over I think is a big mistake. I think 
that is just change for the sake of change and I would caution 
against that. 

Senator CARPER. Good. That was very helpful. Thank you. 
One last quick question. I appreciate your willingness to let me 

have a few extra minutes, Madam Chairman. I am supposed to be 
co-chairing another meeting in about 2 minutes so I am going to 
ask you to be real brief and direct in responding to this next ques-
tion. 

As you know, the President’s Commission made a number of rec-
ommendations dealing with workers compensation costs, and when 
you look at the number of injuries, the type of injuries and repeti-
tion of the injuries, and the costs that grow out of those injuries 
for the Postal Service and for those of us who use the Postal Serv-
ice, there is a lot of cost that is tied up there. I was struck in one 
of our hearings when we heard that a number of people who are 
hurt on the job and begin drawing workers compensation continue 
to do that not only through their normal working life but well be-
yond that into their seventies, eighties, even nineties, which 
seemed peculiar to me. I am going to ask you to be real short in 
responding to this question, but are we doing enough to curtail in-
juries? If you can give me maybe one real good idea for what fur-
ther we can do to reduce the incidence of injuries. 

And maybe a second idea as to what we can do beyond curtailing 
the incidents to hold down the cost that grow out of workers comp. 
Mr. Hegarty, do you want to go first? Again, I would ask you to 
be brief. 

Mr. HEGARTY. Sure. I appreciate you bringing this up. President 
Bush has sent a memo to Secretary Elaine Chao to ask her to re-
duce workplace injuries in the Federal sector and I definitely agree 
that prevention is the first key to reducing cost. I do not think we 
should be penalizing employees who through no fault of their own 
are hurt on the job and then suffer a loss of income as a result, 
because they are not getting their full salary, they are not allowed 
to work overtime. Under FERS they are not allowed to make con-
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tributions to the Thrift Savings Plan, which is a serious detriment 
to their future income. 

But as far as are we doing enough, I think we are making 
progress. The American Postal Workers Union, the National Postal 
Mail Handlers Union, OSHA and the Postal Service partnered last 
April on an ergonomic risk reduction project which we have rolled 
out nationwide. We are training site by site now to reduce musculo-
skeletal injuries and repetitive motion injuries of our people in the 
field. I think ergonomics is probably one of the best fixes that we 
could put in place to eliminate workplace injuries. 

The other thing that the Postal Service has done is partnering 
with OSHA in getting special status on sites for safe workplaces 
and we are working with them on that as well. 

Senator CARPER. Thanks. Mr. Burrus, again, briefly. 
Mr. BURRUS. We are not doing enough. We have had several di-

rections towards reducing workplace injuries for a 20-year period. 
It was attempted to discipline their way out of injuries. That every 
employee that reported an injury was faced with disciplinary ac-
tion, and that was the wrong approach. We are now coming back 
to the other side of trying to find a cooperative approach. Our 
union stands willing at every opportunity to do all that we can in 
concert with the employer to ensure that employees do not become 
injured. 

The approach of looking at employees that are already injured 
and say, are they costing the service money? Do employees con-
tinue on injury compensation because it is in their own interest up 
to the age of 100 and 105, and how much it is costing the system, 
I think that is the wrong approach. I think we ought to look at 
what is causing the injuries. Are employees knowledgeable of how 
to prevent them as best they can. And in those circumstances 
where they cannot avoid the injury or something occurs that no 
matter our best effort employees are injured, then we ought to have 
a joint approach of making sure the employee gets the benefit of 
all of the rights and privileges available to them without being per-
sonally penalized. 

Senator CARPER. Thank you. Mr. Holton, a brief comment, 
please. 

Mr. HOLTON. I think we are working toward doing as much as 
we can to improve safety and job-related injuries. I think some-
times though it boils down to money and I will give you an exam-
ple. 

John just told you about the OSHA ergonomic study that these 
two and the Postal Service have partnered in. Then when it came 
time, I believe they were talking with NALC as well as myself 
about expanding the program to include our delivery people, it got 
to a point where there were no resources left to expand it. So in 
that sense we kind of got left out and it is on hold. 

But then again, we are also working—we have established a na-
tional task force, safety task force with the Postal Service and our 
union in which we are looking for ways to reduce auto accidents, 
because rural carriers drive three million miles a day. We are ex-
posed out there on the highways in bad weather and a lot of places. 
And one of the biggest problems we have is pulling out and not 
knowing that something is in a blind spot. So the Postal Service 
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has contracted with MIT to look at finding some type of sensor that 
we can mount on our car so that as we get ready to pull away from 
a mailbox, it looks behind for us and alerts the driver if something 
is there. Now whether that can work or not and can be made into 
a device that is affordable, but still it is something that we are 
working toward. 

Also John talked about quality of work life. We have a quality 
of work life process also and we continuously address safety issues 
through that process to come up with things that would reduce po-
tential for injury. But it is still, I mean, when you have one em-
ployee death or the number of injuries that we have, it is still too 
many. So I am sure that there always can be a case made to do 
more. 

Senator CARPER. Good. 
Mr. Young, I am going to ask you to just maybe in 30 seconds, 

if you could finish. 
Mr. YOUNG. I will try very hard. 
Senator CARPER. Then you can expand on that in writing. 
Mr. YOUNG. It may not be necessary. The job of delivering mail 

in the weather, in the neighborhoods that we deliver is a dangerous 
job. We do what we can to see that the injuries are reduced. I do 
not know if there is any way you can help us there, which is prob-
ably going to drive us to look at the costs, even though we do not 
want to, that you are talking about. 

I think, Senator, the idea of the workers comp cost and what 
happens when somebody retires should be discussed and debated. 
There are issues on both sides. I am willing to address that dia-
logue at the appropriate time. 

Senator CARPER. Thanks. 
Madam Chairman, I appreciate very much your generous alloca-

tion of time here for these questions. Gentlemen, thank you all for 
coming here and for the spirit that you bring to today’s hearing. 
Looking out in the audience, Madam Chairman, I see an old col-
league that I served with in the House of Representative, Congress-
man Bill Clay. It is always good to see you, Bill. 

Madam Chairman, I would ask unanimous consent to have my 
statement entered into the record at the appropriate place. Thank 
you so much. 

[The prepared opening statement of Senator Carper follows:]

PREPARED OPENING STATEMENT OF SENATOR CARPER 

Thank you, Madam Chairman. 
I’m pleased that we will be hearing testimony today from OPM and the four major 

postal unions on the workforce recommendations made by the President’s Postal 
Commission last summer. 

As I mentioned at our last hearing, these recommendations have received quite 
a bit of attention since their release. They are probably among the most controver-
sial made by the commission. I won’t go into detail again about my concerns with 
them, but I will briefly touch on one subject I addressed last time. 

I’ve said in the past that I don’t think the evidence is there to prove that postal 
employees are overpaid. I’m also reluctant to tinker with a collective bargaining 
process at the Postal Service that has worked well, especially in recent years. How-
ever, I wouldn’t say that the current system is perfect. There is certainly always 
room for improvement. 

I get the impression, Madam Chair, that the Postal Service has a pretty good rela-
tionship with its employees right now. It’s something I know they’ve worked hard 
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on in recent years. That good relationship is in large part the reason why we’ve had 
three out of four major postal unions recently agree to modest contract extensions. 

That said, the current leadership at the unions and the Postal Service will not 
be around forever. I think it is important, then, that the Postal Service take full 
advantage of the once-in-a-generation opportunity that postal reform offers. I believe 
it is important that they sit down with their employees to see if there are any 
changes that need to be made to the current system to ensure that the labor peace 
we have seen in recent years lasts for as long as possible. 

I’m not sure that the Commission’s workforce recommendations are the right ap-
proach, but I am certain that there are reforms out there that could make a decent 
system better. The best reforms, however, will be the ones that management and 
labor can agree to jointly.

Chairman COLLINS. Without objection. Thank you, Senator. 
I want to thank all of our witnesses today, both from OPM and 

the distinguished presidents of the four major postal unions. We 
very much appreciate your being with us today. Each of us shares 
a common goal, and that is we each want to make sure that the 
Postal Service continues to provide universal service to all Ameri-
cans at affordable rates. 

We also are grateful for the work that your union members do 
each and every day. Mr. Young, I am pleased that you reminded 
us, and Mr. Holton reminded us not only of the service provided 
and the Heroes Awards, but also of the recent agreement between 
the Postal Service and the Department of Homeland Security. I 
think that agreement is indicative of the service commitment, the 
willingness to go the extra mile of your members. 

So I very much appreciate your contributions to this debate. I 
hope we can work very closely in drafting legislation. I realize 
these issues are difficult. We may not see eye to eye on all of them 
but I want you to know that your contributions and input are al-
ways valued here. So thank you for your testimony today and for 
being with us. 

Today’s hearing was the fourth in a series of hearings. I am com-
mitted to making sure that we hear a wide variety of views as we 
go forward and that we have the benefit of as much expertise as 
possible as we tackle this very complex issue. I will keep the record 
open for 15 days for the submission of any additional materials 
that our witnesses or our Members may have. 

This hearing is now adjourned. 
[Whereupon, at 12:22 p.m., the Committee was adjourned.] 
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A P P E N D I X 

PREPARED STATEMENT OF SENATOR LAUTENBERG 

Postal reform is an important national issue, but most Americans spend little 
time thinking about it because they take postal service and the employees who pro-
vide it for granted. 

The importance of the U.S. Postal Service (USPS) to our national economy cannot 
be overstated. I’ll give you one example: A 2-year delay in postal rate increases has 
the potential to save publication companies like AOL-Time Warner approximately 
$200 million in mailing costs. 

Last year alone, the USPS delivered more than 200 billion pieces of mail. So the 
important role the Postal Service plays in our economy and the contribution of its 
843,000 dedicated employees should not be overlooked or taken for granted. 

Having said that, this is indeed a time of great change for the Postal Service. As 
the President’s Commission has observed, ‘‘traditional mail streams will likely con-
tinue to migrate to cheaper Internet-based alternatives.’’ And given the existing reg-
ulatory structure, the Postal Service’s debt is likely to increase every year, making 
it tougher for the Postal Service to achieve its fundamental mission of universal 
service. 

I support the Commission’s recommendation to make the rate-setting process less 
cumbersome and more efficient. 

But I must take issue with many of the Commission’s labor reform proposals. 
As a former businessman, I understand the need to make a workforce as lean and 

efficient as possible. But limiting employees’ collective bargaining rights and at-
tempting to depress workers’ wages while increasing executive compensation will 
not solve the Postal Service’s organizational and workplace problems. Such ‘‘solu-
tions’’ are likely to make things worse. 

Instead, I think we should take full advantage of the opportunity that work force 
attrition will present to us in the years ahead. Forty-seven percent of existing Postal 
Service employees—about 347,000 individuals—will be eligible for retirement by 
2010. 

I look forward to hearing from our witnesses about this idea and other postal re-
forms. 

Thank you, Madam Chairman.
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